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Follow this train of thought 





YOU NEVER SAW a railroad train that looks 
like this. We put it together to show you 
how America’s railroads, step by step, have 
converted their rolling stock from old-style 
friction bearings to modern, high-speed 


..-{o the Next Great Step in Railroading! 








THE NEXT GREAT STEP in railroading is 
“Roller Freight”! With Timken bearings 
on the axles, “Roller Freight” can scoot 
along at passenger train speeds. No speed 
restrictions due to bearings. No delays 
in delivering the things you eat and wear 
and use. 

Merchandise will reach you in better 
conditionwhen it travels*‘Roller Freight”. 
Because Timken bearings reduce start- 
ing resistance 88%,"Roller Freight” gets 
under way smoothly and effortlessly. 

The railroads are finding that “Roller 
Freight” means important operating econ- 
omies too. Delays due to “hot boxes” 


are eliminated, maintenance costs are 


Timken tapered roller bearings. 
First, passenger cars were 


Diesel locomotives; then Railway 


cut, utilization of cars increased, fuel 
consumption reduced. 

The number of Timken-equipped 
freight cars now in use or on order for 
America’s railroads ranges from a hand- 
ful of cars for some roads to as many as 
800 in the case of one, 1000 for another. 

Timken tapered roller bearings take 
both radial and thrust loads. Whether 
you build or Duy freight cars or tractors, 
power shovels or automobiles, machine 
tools or mine cars, be sure the trade-mark 
“Timken” is on the bearings. The 
Timken Roller Bearing Company, Canton 
6, Ohio. Cable address: ““TIMROSCO”. 
Tapered Roller Bearings, Alloy Steels and 
Tubing. Removable Rock Bits. 


Timken bearings; next came ste 


put on 
am and 
Express 


cars —all in the interest of faster, surer, 


more economical railroad transportat 

And now the railroads are beginniny 
put freight trains, too, on Timken tapered 
roller bearings — replacing the friction bear- 
ings of old. 
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TIMKE 


TEADE- MARK 8G. U. 5. PAT OFF 


TAPERED 
ROLLER 
BEARINGS 


can speed the nation’s freight . 


COPR. 1948 THE TIMKEN ROLLER BEARING COMPANY 


| 
NOT JUST A BALL CONOT JUST A ROLLER “—THE TIMKEN TAPERED ROLLER C— BEARING TAKES RADIAL CL) AND THRUST --G)~ LOADS OR ANY COMBINATION 


















YOU CA 





Ld | 


f 








You never see a happy communist 





Communism is a sour ‘“‘ism’’ based on envy 


and hatred of successful people. 


If communists spent less time in hating 
and more in “humping”, as genuine 
Americans do, they would Aave the things 
they envy. And then they’d be happy. But 


they wouldn’t be communists. 
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YOU CAN MACHINE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY TURRET LATHES, AUTOMATICS AND TAPPING MACHINES 












SCHISTOCERCA 
PARANENSIS 
Argentine Locust 
SHOWN HERE 

. - ACTUAL SIZE 









J” IN ARGENTINA, LocusT SWARMS covennsl 
100 SQUARE MILES OF SKY WERE DEVOURING § 
ae CROPS, THEN HELICOPTERS ATTACKED THEM IN FLIGHT. 
STRAFED THEM WITH DEADLY CHEMICALS. RESUL7: 98 ZKLLEN \ 
IN MOST MODERN HELICOPTERS, THE STEEL“ELBOWS* oR 
wii oF i JOINTS THAT HELP TRANSMIT POWER TO THE ROTORS 
; ARE MADE BY B-ws MECHANICS UNIVERSAL JOINT DIVISION. 























ENGINE SPEED ROAD SPEED 





FILLIA 
SUGAR 
OFA MA 
LIKE GRE 
OF CHAIN 
IT CUTS | 
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HARVEST! 






















$15: MILES crews 
RUNS ER THAN CARI sic Erol 
THE FAMOUS B-W 5 1 
peo OVERDRIVE REDUCES LIN 






ENGINE REVOLUTIONS 30% AT SPEEDS ABOVE 26 mph. ("2 . meee 
FOR EXAMPLE, AT SOmph... YOUR ENGINE LOAFS AT 35. ; ae cae <<  ECONOMY, CUTS, ygt bee pe 
AT 60, IT AMBLES AT 42. THERE'S LESS WEAR ANDTEAR, — Wworss Tue NeW CUBE STEAD MACHINE USED IN PACKING PLANTS 

BETTER MILEAGE . YOU'RE FREED FROM TIRING ENGINE = Coca ROLLERS DRIVEN BY B-W MORSE CHAINS, FLIP STEAKS na 
ee ae ra ee eee THROUGH AT 4000 AN HOUR...PLACE EACH ON A PAPER READY Siam 
EXCLUSIVELY BY B-W'S WARNER GEAR FOR LEADING = ;yR°DGH AT de ) 


MOTORCAR MANUFACTURERS. 


ESE UNIT 
RIVICE PARTS . 
URING €O., ure 
PRODUCTS 


185 PRODUCTS 
iN ALL ARE MADE BY 

































” "CAINS. THAT HELP CHANGE WATER To WATTS.. 
I REFRIGERATORS THAT KEEP COLD WITH GLASS 
BLANKETS... STEEL ELBOWS FOR HELICOPTERS! 


JUST SOME OF THE DEVELOPMENTS THROUGH WHICH B-W 
oR INGENUITY JOUCHES THE LIFE OF ALMOST EVERY AMERICAN 





























EVERY DAY.* 

*FOR EXAMPLE : ah oe a THE 20 MAKES OF MOTORCARS CONTAIN ESSENTIAL 

parts BY BORG~ . EVERY COMMERCIAL PLANE AND MANY SHIPS AFLOAT 

HAVE ABOARD TAL . w EQUIPMENT. 9 OUT OF 10 FARMS SPEED FooD PRODUCTION 

= WITH B-W-EQUIPPED IMPLEMENTS. AND MILLIONS ENJOY THE OUTSTANDING 
Wh ADVANTAGES OF B-W HOME EQUIPMENT AND APPLIANCES. 


















- ICE CUBES 
” BAKED WITHOUT MELTING 
IN A 375° OVEN FOR 25 MINUTES ... YET THESE ICE 
CUBES CAME OUT UNMELTED ! THE MAGIC 2 THEY WERE 
WRAPPED IN COBWEB-FINE GLASS FIBERS. A THICK 
BLANKET OF THIS SAME SPUN GLASS IS USED To INSULATE 








verwet 


B-W’'S NORGE REFRIGERATORS . IT HOLDS COLD IN, KEEPS 
ING HEAT OUT... ADDS TO NORGE'S FAMOUS EFFICIENCY. 
FLIGHT. 
PKILLED ABS vi 


ORE WHIRL 
“CORK A MOATER WHEEL / 
FRO WEIGHING 10/2 TON'S , ITS 


PROBABLY THE WORLDS LARGEST 
CHAIN DRIVE J SPECIALLY BUILT BY 
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sae B-W'S MORSE CHAIN, THIS GIANT ASSEMBLY 
FLLNG 12,000 oon BOWLS AN HOUR / 4 “ISIN USE AT A NORTHWEST HYDROELECTRIC 
SUGAR CANES GROW TOUGH... THREE TIMES THE HEIGHT &, PLANT WHERE IT ENABLES THE WATER — 
OFA MAN. BUT THIS HARVESTER MOWS THEM DOWN yg WHEELS To TURN THE GENERATOR A 






OFCHAINS MADE BY B-W’S MORSE CHAIN, j 
CUTS IN A SINGLE HOUR ENOUGH Esme 
CANE FOR 1/2 TONS OF REFINED — 
SUGAR. SLASHES HAND- 

HARVESTING COSTS 75% J 
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HESE UNITS FORM BORG—WARNER, Executive Offices, 310 S. Michigan Ave., Chicago: 8ORG & BECK » BORG-WARNER INTERNATIONAL + BORG WARNER 
AVICE PARTS « CALUMET STEEL + DETROIT GEAR » DETROIT VAPOR STOVE + FRANKLIN STEEL + INGERSOLL STEEL + INGERSOLL UTILITY UNIT » LONG MANUFACTURING + LONG MANUFAC 
URING CO,, LTD. » MARBON + MARVEL-SCHEBLER CARBURETER » MECHANICS UNIVERSAL JOINT + MORSE CHAIN + MORSE CHAIN, LTD. + NORGE + NORGE-HEAT + NORGE MACHINE 
PRODUCTS + PESCO PRODUCTS + ROCKFORD CLUTCH + SPRING DIVISION + SUPERIOR SHEET STEEL - WARNER AUTOMOTIVE PARTS » WARNER GEAR + WARNER GEAR CO,, LTD 








WAR THREAT SIDETRACKED............ P.13 
Showdown with Russia is to be avoided 
at this time. That’s U.S. policy. Chance 
of war is diminishing. Mediation, delay, 
compromise are to be tried, while the 
country prepares for elections and pos- 
sibly a change of Administration. 


BLUEPRINT FOR 30-DAY WAR........ P. 25 
The idea: Fleets of air bombers, carry- 
ing atom bombs, could pulverize an 
enemy within a month. Attack would use 
surprise. and overwhelming destructive 
power to eliminate all resistance. The 
reaction: Officials frown on the plan. 


JOB OF REARMING EUROPE.......... P19 
Lend-lease, originally a plan to help Eu- 
rope defend itself against Hitler, is under 
consideration to help Europe defend it- 
self against Stalin. Military goods would 
go largely to Britain, France, the Nether- 
lands, Luxembourg and Belgium. 


PRODUCTION GAINS AHEAD........ P. 21 
Government still is spending large 
amounts of money. That means: The 
boom is to continue through remaining 
1948 months.and into 1949. Those who 
read the signs in the sky say production 
will rise moderately, employment will 


be hich. 
SELLERS’ MARKET IN AUTOS.......... P. 24 


Present seasonal slump should not be 
interpreted as a break in the avtomobile 
market. Cars still are hard to get. Com- 
petition, with possibility of lower-cost 
cars, still is at least a year away. 


COMMUNIST FARM SQUEEZE........ P..25 
If the U.S. Government should seize 
Iowa, confiscate farms and put all wealthy 
landowners to work as hired hands, the 
situation would be comparable to that 
in Yugoslavia. In this dispatch, a U. S. 
News & World Report editor gives an 
account of what Marshal Tito is doing. 


News within the News 





PERON’S LOSING GAMBLE............P. 28 
The President of Argentina tried a fast 
one. He wanted to push his country into 
the ranks of major powers. To do this he 
raised prices, used the income to buy 
expensive equipment. This article shows 
what is happening to the Perén dream. 


WHO ARE THE NONVOTERG..........P. 38 
Of the 46,000,000 eligible persons who 
probably won’t vote, most will stay away 
from the polls because of indifference or 
inconvenience. But there are other rea- 
sons, as this graphic account shows. 


WHERE INDUSTRY PROFITS GO...... P. 44 
Yes, profits are high. But so are spending 
levels. Stockholders’ share of profits has 
not kept up with the dollar volume. Ex- 
plained here is the shifting pattern of 
corporate financing. 


BERLIN CRISIS: SOVIET SIDE.......... P. 72 
Here is, in full text, what Andrei Y. Vi- 
shinsky told the United Nations about 


the “aggression” of the U. S., Britain and . 


France, which forced Russia to take “de- 
fensive measures” around Berlin. 
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It’s no accident that you hear so clearly 
when you pick up your telephone. Bell Labo- 
ratories engineers are constantly at work to 
make listening easy for you. 

When these engineers design a method to 
bring speech still more clearly to your ears, 
the new circuit is given many scientific tests. 
Then it gets a final check from a “Sounding 
Board” like the one pictured above. 

This check shows just how the system will 


work in actual use. The men and women 





“Lend me your ears’ says science 


represent you and many millions of other 
telephone listeners. Their specially trained 
ears check syllables, words and sentences 
as they come over the telephones. While 
they listen, they write down their ratings 


on the pads in front of them. 


The Board members approve only when 
they are sure that the voice they hear is 
natural in tone, clear in quality and easily 
understood. Not until they are certain the 


circuit will suit your ear is it put into use. 


BELL TELEPHONE SYSTEM 





BELL TELEPHONE LABORATORIES 4A great research organization, working 


to bring you the best possible telephone service at the lowest possible cost 














This kitchen of a miner's home, located in the 
heart of a highly mechanized U. S. coal field, 
illustrates graphically how living conditions 
of coal miners continue to keep pace with 
improvements in their working conditions. 

Today, in fact, about two-thirds of the na- 
tion’s bituminous coal miners—over 260,000 
of them— either own their own homes, or rent 
from private landlords. And among the re- 
maining third, who now rent from their com- 
panies, there is a growing trend to buy the 
houses they live in. 

Home ownership among miners is increas- 


ing. This is largely due to the exceptionally 


BITUMINOUS COAL’... LIGHTS THE WAY... FUELS THE 


Yes, this is a coal miner’s kitehen 











rapid improvement in American coal miners’ 
earnings over the past several years. 

Today the coal industry pays its men higher 
average wages than are paid by any other 
major industry. 

Though not all U. S. miners live in homes as 
beautifully equipped as the one shown above, 
the high wages paid by the coal industry make 
possible more and more homes like this in coal 


mining areas. 


BITUMINOUS 4» COAL 


BITUMINOUS COAL INSTITUTE 


A DEPARTMENT OF NATIONAL COAL ASSOCIATION 
WASHINGTON, D.C. 
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Really, this is as good a time as any to relax a bit, to be relieved of 
some of the tensions that have kept everybody on edge for so long. 

There isn't going to be war now, and maybe not for a long time. A new try 
at living in the same world with Russia will be made by Dewey next year. 

Russia is not to start a war in the meantime. Neither is U.S. 

Elections aren't to upset this country, either. There will be change, but 
no violent shift in policies, no sharp turn to left or to right. 

Business is going to continue good for several months at least. Jobs are 
to be plentiful, profits good, dividends higher, prices firm. Outpouring of 
cash from the Treasury--at a $43,000,000,000-a-year rate--assures that. 

A_setback, if one comes after midyear, 1949, isn't to be severe. 

If only people knew it, they could settle back and enjoy a few months of 
repose before the next set of problems bursts on the country. The trouble is 
that a state of jitters seems almost normal, it has prevailed for so long. 





Big change in a Dewey Administration will be away from emphasis on war. 

War talk, idea of "preventive war," will be played down, not un. High 
officials now talk of war as something not very much out of the ordinary. 

A new approach, new ideas will be tried by John Foster Dulles, acting for 
Mr. Dewey. There will not be "appeaserent," but neither will U.S. continue to 
go around with a chip on its shoulder, daring Russia to knock it off. 

Diplomacy, a search for a basis on which peace can be built, will replace 
emphasis on military maneuvering. Generals will be replaced. Gen. Lucius 
Clay, in Berlin, and Gen. Bedell Smith, in Moscow, will give way to civilians. 

Maybe differences with Russia cannot be ironed out. War, however, is not 
to be accepted as the only alternative to a meeting of minds on all issues. 


A "preventive war" against Russia definitely is ruled out. 

Idea of a “preventive war" is a concept of atomic-bomb enthusiasts within 
the Air Force. It has been talked about under cover for quite a while. 

War, based on surprise attack with atomic bombs, is offered as a way to 
knock out an enemy, preSumably Russia, in 30 days. You are given details of 
this idea on page 15. It puts on paper what some officers have been saying. 

Top U.S. military planners, however, reject this concept. They class it 
as "dream stuff," glossing over problems involved. Even if Russia and Eastern 
European nations could be knocked out--which the Staff Chiefs discount--the 
end result would just be a new problem of policing and providing aid for 
another 300,000,000 people. Postwar problems still would be big problems. 





To get back to the more immediate situation: 

Mr. Truman is trying hard, but can't get the electoral votes to win. 

Truman troubles are mathematical. He already has lost some vital votes 
from the South. Wallace takes away strength in some industrial States. There 
Simply is no remaining way for Mr. Truman to put together a winning combination. 

Mr. Dewey, however, is not setting the country on fire. He will win, but 
not by a sweep in the popular vote. His strength grows from Truman weakness. 








(over) 
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NEWSGRAM--TOMORROW-- (Continued) 


Truman weakness, in turn, is due to a split within his own party. 
Republicans, on January 20, will return to the White House after 16 years. 


The Dewey Administration will have its troubles with Congress. 

House control will remain Republican. House leaders, however, are a bit 
inclined to look down their noses at Mr. Dewey. They think he veers left. 

Senate control is to remain in doubt until the votes are counted. It is 
no more than a 50-50 chance that Republicans will control the Senate. If they 
do control, it will be by about a one-vote margin. 

Dewey, in any case, is going to need to play his game cautiously. He will 
not have the same command over the situation that Roosevelt had. His lot will 
be a little more like that of Truman, who has had to work with a Congress that 
differed with him. Not much gets done on that basis. 








Dewey, too, is going to bump head on into financial troubles. 

It's in a Dewey Administration that the cost of rearming, the cost of aid 
to the outside world will return, and there's not much he can do about it. 

Qutgo is to be about $43,200,000,000 in the yerr ending next June l. 
That's $1,000,000,000 over early estimates, due largely to farm price Support. 

Income is to be about $41,500,000,000, or $800,000,000 over estimates. 

Deficit: $1,700,000,000. 

Trend of arms costs is strongly upward at this time. There is planning, 
too, for lend-lease of arms to Western Europe. Aid to Europe cannot be cut 
much in the year to start next July 1 without upsetting programs laid down. 

Unless Dewey, as President, reverses the trend in arms and aid: 

Outgo in the year to start next July 1 will be about $44,000,000,000. 

Income will probably not exceed $42,000,000,000 with no tax cut. 

Deficit will be about $2,000,000,000. 

U.S. is to discover that it cannot assume ever-broader commitments without 
paying for them, without facing a problem of financing. Military spending, on 
the basis of existing commitments. will be $12,300,000,000 this year and will 
rise in the year ahead to about $15,000,000,000. lLend-lease, if provided, is 
to cost between $1,500,000,000 and $2,000,000,000 more. Arms are expensive. 


Tax reduction, against that background, seems an unlikely prospect. 

Lend-lease will be scrutinized carefully before approval. It may lose. 

Foreign aid is going to get a close going over. Idea of a Marshall Plan 
for Asia, on top of one for Europe, is to run into serious trouble. 

Spain's chance of getting a cut in the dollar pie appears to be poor. 

Mr. Dewey will have great trouble saving enough money to balance the next 
budget unless he cuts into arms outlays, foreign aid, veterans' benefits or 
farm subsidies. He's going to inherit a major problem of budgeting. 





Meat prices probably won't go down to stay until spring of next year. 

Pork will be abundant and may be creap a year from now. Beef will be more 
abundant in the spring, but prices are likely still to be quite high. 

Living-cost trend still is slowly upward, even with food prices a trifle 
lower. Rents are rising. So are utility costs after a long lag. 

A shift from inflation to deflation is not yet in sight. Tendency at this 
Stage is for things to level off, maybe to be rather stable for a time. 














To help the busy reader follow important trends, we extend the 
Newsgram through the magazine by means of brief paragraphs in larger type 
at the head of each article. Thus we are able to give in Newsgram form 
additional coverage of essential news. -- The Editors 
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“Drive Carefully ...The Life You Save 
May Be Your Own 


“Your Unseen (friend’?..rides with them in 


The Bus that brings them Home 


©1948, T.1.N. Co. 


When Jeanie and Johnny, so happy and gay 
Start headin’ toward home after school every day 
They’re guarded by signals (some red and some green) 
By real friends in need, both the seen and wnseen. 


There’s the trustworthy driver who sees they get there 
There’s the monitor stern who sees they take care. 

There’s the school bus itself ... with its non-slipping floors 
And its safety-glass windows and safety-catch doors. 


While deep down inside of the heart of the bus 
Is another good friend of each one of us. 

It’s the Nickel that helps make the axles and gears 
Much stronger and tougher and safer for years. 


And the Nickel in brake drums fights wear and tear, 
And the Nickel in steering gear checks danger there. 

Yes, from front end to rear, friendly Nickel's the rule 
For buses that bring children safe home from school. 


In hundreds of ways Nickel serves you unseen 
In radio, sink and in threshing machine. 

Although you don’t see it, you always depend 
On this metal that’s known as “Your Unseen Friend.” 

* A 

The interesting story of Nickel, from ancient discovery 
to modern-day use, is told in an illustrated 

60-page booklet, “The Romance of Nickel.” Write for 
your free copy today. Address Dept. 204X. 


THE INTERNATIONAL NICKEL COMPANY, INC. 


New York 5, N. Y. 


“dati, Nickel 


TRADE MARK 


... Your Unseen Friend 
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@ The managers of Indiana war plants said 
it couldn’t be done. You couldn’t get people 
to handle fine and complicated work with- 
out long, intensive training. They were | 
amazed to find how readily Hoosiers 
adapted themselves to intricate opera- 
tions, how quickly things began coming | 
into large-scale production—made with 
precision and skill, at times with toler- 
ances of one ten-thousandth of an inch. 

What was true then is true now. You 
will find in Indiana a large supply of in- 
telligent, capable labor. The same people 
who did such sterling work on bomb- | 
sights, electronic devices and other exact- 
ing products are available to you. Locate 
where you find a superior class of help 
with a high educational average and me- 
chanical ability—Indiana! 


INDIANA...YOUR LOGICAL | 
INDUSTRIAL LOCATION 


* ILLUSTRATED BOOK- 
LET giving every fact 
and figure you'll want, 


sent promptly and with- 
out obligation. 





FRA ESAS 





INDIANA DEPT. OF COMMERCE AND 
PUBLIC RELATIONS .... DEPT. U-40 
STATE HOUSE « INDIANAPOLIS, INDIANA | 
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The March of the News____ 


Reg. U.S. Pat. Off. 


The campaign. Between now and elec- 
tion, Republican leaders of Congress are 
going to fight back at President Truman’s 
attempt to blame all the country’s woes 
on them... A whole series of speeches is 
planned . . . The opener was the address 
by Senator Vandenberg, of Michigan. 
Both President Truman and Governor 
Thomas E. Dewey are concentrating on 
key States of the Midwest . . . The Dewey 
campaign will hit the big cities of Chi- 
cago, Cleveland and Detroit before 
winding up with a final speech in New 
York City . . . President Truman will 
make his last major speech in St. Louis. 
The States’ Rights Democrats of Gov- 
ernor J. Strom Thurmond have lost their 
last chance to get on the Oklahoma ballot 
.. . The Oklahoma Supreme Court ruled 
the party failed to qualify under State 
election laws . . . But the States’ Righters 
will get the support of the E. H. Crump 


organization in Tennessee ... Mr. Crump 
had to make his final choice between 
Dewey and Thurmond . . . He’s been 


against President Truman from the start 


. . . But his long-time political colleague, 
Senator Kenneth McKellar, is supporting 
the President. 


The “cold war.’ Authoritative esti- 
mates of active military man power of 
East and West: 5,200,000 for Russia and 
her side; 4,400,000 for the Western 
powers and their side, including U.S.... 
Russia is moving troops into Germany 
from the Soviet Union to take part in 
maneuvers. 

Greece is asking the U.S. for more 
military aid to help fight the guerrillas . . . 
U.S. military aid to Greece, already 
promised, will amount to $150,000,000 
in the year that ends next July 1 
Britain and U.S. say the “air lift,” as now 
organized, could keep Berlin fed for two 
years if necessary. 

Russia’s ban on travel of diplomats 
outside Moscow really does not change 
things much . . . Diplomats never have 
been allowed to wander about Russia 
at will... The usual system has been to 
assign “escorts’—actually secret police— 
to keep tab on their movements 
American officials are divided on whether 
to put similar restrictions on Russian 
diplomats in the U.S... . Job of enfore- 
ing such a rule would be almost too big. 


The nation. Drop in meat prices in the 
cities means shoppers’ money will go a 
little further . . . But meat prices are to 
stay high compared with the days before 
World War II. 

The first displaced persons to reach the 
U.S. from Europe under the new law 
will be in New York by the end of this 
month ... A group of 826 is due first, 
part of the 205,000 to be admitted during 


the next two years .. . By the first of 
1949, they will be coming in at a rate 
of 8,000 a month. 


Labor. Average weekly earnings of fac. 
tory workers in the U.S. are close to $54 
. Weekly earnings in August were 
$53.86, somewhat higher than July, 
a record month . . . The average is spread 
over 13,300,000 people who work in the 
nation’s factories . . . Officials of nearly 
10,000 local and national unions are on 
record now that they are not Commu. 
nists . .. Non-Communist oaths, required 
by the Taft-Hartley Act, have been 
signed by 89,022 union officers. 








WELCOME SIGN .. . 
. .. if prewar prices are forgotten 


The armed forces. The USO canteens 
are going back into business . . . This 
is one result of the renewed draft... 
USO disbanded, technically, on Dee. 31, 
1947 .. . But the top structure was kep 
intact for just such a situation as this... 
The Army has opened its first postwar 
WAC training center at Camp Lee, Va. 
Joint maneuvers of the U.S. Army, 
Navy and Air Force are bringing out 
everything except the one thing militan 
experts from other countries would like 
to see... The atom bomb will not go on 
display in any U.S. war games. 


World notes. More than 30,000,000 
copies of Premier Stalin’s book, “History 


of the All-Union Communist Party of 
Bolsheviks” have been distributed in 
Russia Israel’s Foreign Minister 


Moshe Shertok believes the conflict m 
Palestine will be settled eventually by 
direct negotiations between the Jews and 
Arabs . . . Potatoes, the favorite stapk 
food of most Germans, are now ratio 
free in U.S. and British zones of Ger 
many for the first time since war ended 


U. S. NEWS & WORLD REPORT 











Irst of 
a rate 


of fac. 
to $54 

were 

July, 
spread 
in the 
nearly 
are on 
ymmu- 
{uired 

been 


en 


iteens 


iS 
stwar 
> Va. 
Army, 
g out 
ilitary 
1 like 


go on 


(0,000 
istor) 
ty of 
din 
niste! 
ct m 
y by 
and 
taple 
‘ation 
Ger- 


nded 


PORT 


Ip RESENTING ... the first book- 

keeping machine styled in the 

modern mode—with that rare beauty of 

truly functional design. And inherent in 

this distinctive machine are new features 

that speed and simplify the production 
of every accounting record. 

The Foremost is fashioned for effi- 
ciency in business administration—fash- 
ioned for faster accounts receivable, for 
more detailed accounts payable, for com- 
plete payroll records—as well as for every 


other phase of management control. 

Combining the maximum in owner- 
utility with singular operator-appeal, this 
completely electrified bookkeeping ma- 
chine is designed to produce the results 
you require—at lower cost. See it today! 

Call your local Remington Rand spe- 
cialist, or write Department US-10, 
315 Fourth Avenue, New York 10, N. Y. 


Remingion Rend 











2. Roomette. Private room for one, com- 


plete with sofa seat, toilet and wash- 
stand. A pre-made Pullman bed pulls 
out of the wall for sleeping. (The Du- 
plex-Roomette—a lower-priced version 
of the Roomette—is also available on 
some trains.) 


5. New Drawing Room. Sleeps up to five 
comfortably. Two movable lounge chairs 
give a spacious living room effect by day. 
There’s plenty of dressing space. Toilet 
and washbasin are enclosed. Lighting, 
heating, air-conditioning and ventilation 
are personally controlled. 


Wonderfi Ways 
you can go Prllman! 





1. Upper and Lower Berth. By day they’re deep- 


springed, comfortable seats by a wide window. 


For sleeping, each converts into a large bed, 
with convenient shelf, clothes hanger and light. 





Bedroom. All the comforts of a full- 
length sofa (or a contoured seat and 
folding chair), full-size lower and upper 
beds, enclosed toilet and washbasin. 
(The Bedroom accommodates one to 
two people. The connecting Double 
3edroom accommodates up to four.) 





6. Lounge Car. Your private club on wheels 


no matter how you go Pullman. Easy 
chairs for relaxing, a table for writing, 
the conversation and companionship of 
other people to enjoy. Plus an attentive 
waiter to serve you refreshments. Here’s 
another Pullman extra at no extra cost! 





4. New Compartment. Features a fold- 


ing, full-size bed, plus upper berth, 
contoured seat and folding chair. Toilet 
and washbasin are enclosed. (The Com- 
partment, designed for two or three per- 
sons, may also be had connecting with 
a Bedroom to sleep up to four.) 


Note: All these accommodations 
are not now available on all trains. 
But more and more trains will 
have them in the months ahead. 


IT’S GOOD BUSINESS TO 


Go fallman 


THE SAFEST, MOST COMFORTABLE 





WAY TO GET THERE! 


* 


The National Guard 
Defends America —Join Now! 


© 1948, THE PULLMAN COMPANY 
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WAR THREAT SIDETRACKED: 
DELAYING A SOVIET SHOWDOWN 


Reported from PARIS and WASHINGTON 


War is a fading prospect. Shift 
in U.S. policy is to avoid show- 
down with Russia before election. 
lt means a new tack. 

Ultimatums are sidetracked. 
Negotiations are to be kept open. 

A Dewey Administration in 
January means a complete over- 
haul of U. S. policy. Ideas of that 
Administration are taking hold 
now. Result is a new opproach 
being tried in the “cold war.” 


A showdown between U.S. and 
Russia—with alternatives of war, or 
retreat by Russia—is to be avoided at 
this time. This means a sharply re- 
duced chance that a last-minute crisis 
will occur to influence the election 
outcome in U. S. 

Delay, not a demand for immediate 
decision, is to be the goal of policy that 
now prevails. Mediation, negotiation, 
compromise will be tried if a showdown 
and war are avoided between the present 
time and next January 20. 

Danger period is to lie in the 79 days 
between November 3 and January 20, 
when Russia might conclude that U.S. 
will be confused and weak, lacking a 
President with assured tenure and power. 

Announcement by Governor Dewey 
that John Foster Dulles is to be Secre- 
tary of State may come the day after 
election. The purpose will be to remove 
any doubt that Russia may have con- 
cerning the man who is to represent U. S. 
after January 20. Mr. Dulles will speak 
with assured prestige. He then will have 
a strong voice in the policy-making con- 
ferences of the Department of State. The 
chance of action by an outgoing Admin- 
istration committing Mr. Dewey to poli- 
cies he might not wholly favor will be 
avoided in this way. 

A cleavage in viewpoint about the 
way to deal with Russia developed in the 
American delegation to the United 
Nations meeting in Paris. George Mar- 
shall, U.S. Secretary of State, was in- 
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clined to press for a quick showdown. 
The showdown would have been forced 
with a resolution condemning Russia for 
threatening the peace. After argument, 
this resolution never was offered. In- 
stead, the issue of Berlin simply was laid 
before the United Nations for considera- 
tion. Russia stayed in the U. N. The door 
to mediation was not closed. Prospect of 
a pre-election crisis in world affairs that 
could influence the election outcome 
diminished. 

Mr. Dulles, who represents Mr. Dewey 
in Paris, flew back to the U.S. to ac- 
quaint the Republican candidate with 
what had happened and with the prospect 
for averting a pre-election crisis. Mr. 
Marshall, who speaks for President Tru- 
man, likewise flew back to give the 
President his account. It had become 
clear that U.S. was inclined to avoid a 
showdown on the issue of Berlin. A show- 
down, requiring retreat by Russia as a 
price of agreement, could have involved 
war. This was the conclusion reached. 
War over the issue of Berlin, precipitated 
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MEMO TO MOSCOW 
... softer words will be tried 


just before an American election, did not 
attract substantial support. 

Mediation is the alternative to a test 
of strenych. Use of mediation will be pro- 
posed by the United Nations unless pres- 
ent plans fail. 

Russia will agree, if the Berlin dis- 
pute is to be mediated, that the blockade 
will be lifted at the same time talks are 
resumed on the future of Germany as a 
whole. The price of restored communica- 
tions with Berlin is to be reconvening of 
the Council of Foreign Ministers to con- 
sider the basis upon which a peace treaty 
for Germany can be built. 

U.S. will agree to reopen talks on 
Germany’s future at the same time the 
blockade of Berlin is lifted, not before. 
Berlin, in that case, will fade as an issue, 
at least temporarily, while the future of 
all Germany will emerge as the basic 
issue of foreign policy. : 

Both sides will agree -to third-party 
mediation of issues raised by the Berlin 
blockade, provided there is to be any 
progress toward more normal U. S.-Rus- 
sian relations. Neither side, however, 1s 
expected to agree to mediation in the 
period before election in the United 
States. Russia is gaining some advantage 
at present by exploiting the evidences of 
conflict within U.S. She is stressing, in 
particular, the statements of Mr. Truman 
that depression will follow any Republi- 
can victory. The Russians suggest to other 
nations that they may not want to tie 
themselves to a nation whose President 
predicts a depression that will turn atten- 
tion of the people toward domestic prob- 
lems and away from the outside world. 

U.S. representatives, too, prefer to 
avoid a climax until after the November 
election if possible. Otherwise, differ- 
ences over policy, now covered up, might 
flare into the open to create a major cam- 
paign issue. Issues that now are differ- 
ences of emphasis, not of broad objec- 
tive, then would be magnified to com- 
plicate the later problem of peacemaking. 

Delaying tactics, as a result, are prob- 
able. So far as possible positive action on 
issues now raised will be put off until 
after the U.S. election, only a relatively 
few days away. Once the election is 
over, if U.S. voters decide for change 
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as they are expected to do, decisions on 
broad issues of policy will be delayed— 
again so far as possible—until the new 
Administration takes power. 

The fear is that Russia may be tempted 
to take aggressive action in the 79-day 
interregnun the election and 
the actual change of Administration. The 
weight of opinion is, however, that Russia 
will refrain overt 
act if convinced that U.S. is not drifting, 
but remains firm. 

Outlook is for a shift of emphasis, 
and a new approach to the problems 
raised by Russia, in event a crisis does 
not develop before next January 20, 

Policy of the present Administration 


between 


from committing an 





' . . . a showdown tempered 


rests on the theory that Russia will back 
down short of war if pressed hard enough. 
Policy of the new Administration is ex- 
pected to give more weight to the pros- 
pect that Russia will accept war and not 
retreat under pressure. War is to be rec- 
ognized as a sign of failure, not of ac- 
complishment, in international affairs. 

Mediation of disputed issues will get 
more attention than it has had. Negotia- 
tion and compromise will be expected to 
come back into the picture. 

France and French views of how to 
rebuild Germany will be given more at- 
tention in a Dewey Administration than 
they have been given. The French favor 
peace settlements that will leave Germany 
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.-. a pre-election crisis averted 


divided and relatively weak as a political 
force. A federation of independeni Ger. 
man states is preferred to a centralized 
political structure. France fears a revived 
and strong Germany. Russia, too, is fear. 
ful of a strong Germany, unless she cap 
control that nation. The future o! Ger. 
many is the central issue back of the 
break between Russia and the West. 

Germany and German wishes will get 
less consideration in a new Administration 
than they have been getting of late. Th 
industrial Ruhr will be more likely to face 
international control. German industrial- 
ists are unlikely to get the freedom of ac. 
tion they expect. Rebuilding and strength- 
ening of Europe outside Germany wil 
get more attention than the rebuilding 
and strengthening of Germany herself. 

The military viewpoint is to diminish 
in importance. Generals now serving in 
diplomatic jobs and in positions of power: 
over civilians will return to Army service 
Civilians will take their place. A. shift in 
the manner of negotiating will be th 
result. U.S. military leaders 
strong Germany. They would like. if pos- 
sible without starting sudden war, to 
rearm the Germans. In Germany they see 
a military potential much greater than 
that in the remainder of Europe. Th 
German people strike them as mor 
virile and less divided than other peoples 
on the Continent. Yet a revived Germany 
carries with it the danger of trouble. 

A restudy of policy on Germany is to 
come with a new Administration. Russia 
is saying that she is prepared to reopen 
communications to Berlin if and when 
the foreign ministers of Britain, France 
and U.S. join her in considering again 
the future of Germany. Foreign ministers 
of the West have preferred to deal with 
Western Germany on their own, free from 
the bickering and delay that attend deal- 
ing with Russia. The outlook, however, is 
for revived discussion of the basis for an 
over-all German settlement after a change 
of Administration in U. S. 

The big question, unanswered, is 
whether nations of the West can do busi- 
ness with Russia on any conditions. 
Tendency of present policy makers is to 
conclude that nobody can do_ business 
with Russia. Tendency of policy makers 
in a Dewey regime will be to explore the 
entire question of whether business cat 
be done. Before accepting war as inevi- 
table, Mr. Dewey and Mr. Dulles will 
want to find a way for avoiding war. 


favor 4 


A showdown and war will not be 
forced by U.S. between now and No 
vember 2. A chance exists that Russia 


might precipitate a showdown between 
November 2 and January 20. If war is 
avoided until January 20, the relations 
of the West with Russia will be restudied 
by a new Administration, assuming that 
voters decide on a change. 
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BLUEPRINT FOR A 30-DAY WAR 


Proposed ‘Air Blitz’ as Strategy of Future 


A “flash war’ to knock out an 
enemy in a month is blueprinted 
for U.S. Air Force. It could make 
obsolete World War Il tactics. 

Strategy, unofficially ad- 
vanced, is built around atom 
bombs. Air power would do in 
one mission what it once did in 
two years. 

Idea of “air blitz’’ against 
Russia is discounted with shift 
fom ‘‘preventive war’’ concept. 
But plans are being discussed. 


The concept of an “air blitz,” de- 
signed to knock out an enemy in 30 
days or less, is being advanced cau- 
tiously by the U.S. Air Force. The 
enemy in this case would be Russia. 
The basis of the blitz would be the 
atomic bomb. 

Strategy for use of air power in World 
War III is offered unofficially by Col. 
Dale O. Smith, of the Air Force. Colonel 
Smith outlines his “Operational Concepts 
for Modern War” in the Quarterly Re- 
view of the Air University of the U.S. 
Air Force. His concepts are startling to 
the Navy and to the Army. They underlie 
much of the talk of a “preventive war,” 
which some persons have sugeested as 
away to end the argument with Russia. 

Air power, if properly fashioned and 
ued, “will force an unqualified decision 
within a month at the very outside,” Colo- 
nel Smith concludes. His article clearly 
implies a decision against Russia. al- 
though he does not name anv one par- 
ticular “enemy.” 

The air-blitz plan is based on the 
fact that atomic bombs are at least 200 
times as destructive as conventional 
bombs. It is centered around the idea, 
illustrated in the chart on page 16, that 
300 planes with atomic bombs can dam- 
age an enemy as much in oné mission 
as the entire U.S. Army Air Forces did 
in two years of sustained operations over 
Germany in World War II. This figure, 
Colonel Smith declares, allows for factors 
of accuracy, misses and gross errors. 

P 

Two missions by our force of 300 are 
comparable to four years of the old 
sustained bombing,” he says, “three mis- 
sions, to six years, and so on... . How 
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can we conceivably bomb with such a 
force for more than a month and expect 
to have any targets remaining?” 

Victory in one blow or a brief series 
of blows can be won by attacking “every 
critical element of an enemy’s economy” 
at the same time, the Air Force officer 
asserts. 

“This,” he goes on, “will result in a 
general disintegration of all industry 
which will, in turn, prevent reconstruc- 
tion, Oil, transportation, power, vital end 
products, and weapon factories, if de- 





; iad —Harris & Ewing 
USAF‘S SYMINGTON, VANDENBERG 
... would a flash concept fizzle? 


stroyed concurrently, would leave a na- 
tion in such a devastated state as to pre- 
clude repair, since the capability for re- 
pair would have been lost as well. When 
our bombs were constructed of puny TNT 
this concept was questionable because we 
did not have sufficient power and we were 
forced, therefore, to look for panacea 
targets, Achilles’ heels, and short cuts. 
Now we have all the power we possibly 
need, Today the target system can be 
the over-all national economy.” 

Death of a nation from such a con- 
centrated attack is described in the Air 
Force magazine article. 

“Not to be overlooked are the strategic 
results of population destruction in urban 
areas,” the writer declares. “In a nation 
of extreme specialization, where each 
man is likely to know how to perform 
only one type of work, population bomb- 


ing may well result in an economic dis- 
location beyond all expectations. It is 
likely that not only the economic but 
the political and social activities of an 
urban area will grind to a sudden halt 
after an atomic bombing. Hamburg and 
Hiroshima are examples to be projected 
into the future. 

“If all the critical industrial systems 
could be destroyed at one blow, so that 
recuperation were impossible within any 
foreseeable time, there seems little ques- 
tion but that a nation would die just as 
surely as a man will die if a bullet pierces 
his heart and his circulatory system is 
stopped. Food and fuel would cease flow- 
ing. In a matter of days siarvation would 
set in at every urban area. Any attempt 
to conduct warfare would immediately 
break down through a complete absence 
of logistical support. Without homes or 
fuel, people would perish from exposure. 

“An army in the field with a life of 30 
days or less, facing starvation, realizing 
that the loved ones at home are likewise 


‘facing famine, and seeing no prospect 


for future recovery, is not an army to 
fear. No army in history has been known 
to fight with a vacuum at its rear. Such 
an army will lay down its arms because 
all cause for hope will be lost.” 

World War Il experience is cited 
by Colonel Smith in support of his con- 
tention that his plan is practical. He 
declares that, by late autumn in 1944, air 
bombing had brought Germany nearly to 
collapse. Some experts, he says, claim 
that she would have fallen without inva- 
sion. As to Japan, he points out that siege 
by air bombardment and sea blockade 
resulted in Japanese collapse prior to 
large-scale combat. 

The U.S. Strategic Bombing Survey 
showed after the war that the German 
collapse was due, not to the destruction 
of any single target system, such as the 
ball-bearing industry, but to the wide- 
spread disintegration of all industry. 

Can targets be reached? This is 
recognized by Colonel Smith as the main 
question that must be answered, if his 
plan is to be effective in action. Even with 
advance bases, he says, flying ranges will 
be more than double those flown in 
World War II, and, if such bases cannot 
be secured, ranges will be four times as 
great. From advance bases, he asserts, 
round trips can be achieved with present 
B-29 and B-50 aircraft. But he concedes 
that getting by the opposition may not 
be so simple, especially since distances 
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Air Power, New Style 








could accomplish 
as much as 


two years of “sustained operations” by past standards 
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will be too great for fighter-plane escort 
of the bombers. He discusses various 
means of defense against bombers open 
to the enemy. 

Jet fighters of the enemy probably 
can shoot down any old-style “prop- 
driven” fighters, but will be less effective 
in stopping bombers than the old-style 
fighters were, declares Colonel Smith. 

Guided missiles are not a problem 
now, he thinks. He says: “We know little 
of developments in rival nations, but 
judging from our own development status 
we have little to fear from this quarter 
for the next 5 to 10 years.” 

Proximity fuses, which make antiair- 
craft fire more deadly than before, present 
a more serious problem, the writer ad- 
mits. But he points out that shells 
equipped with such fuses must burst 
directly below or directly above a bomber 
to be fully effective. 

The best way to thwart any opposition 
and make sure that most bombers will 
get through to their targets, Colonel 
Smith argues, is to use tactical surprise. 
He says: “The Japanese at Pearl Harbor, 
the Doolittle raid, the first B-29 opera- 
tion, the Nazi air blitzes of Poland, the 
Low Countries, Norway, Greece and 
Crete, and the Nazi attack on Russia are 
all examples of the overwhelming ad- 
vantage of tactical surprise by air power.” 

The alternative to the air-blitz con- 
cept is the type of sustained air opera- 
tion carried out in World War II, declares 
the Air Force officer. But, he points out, 
sustained operation involves “near total 
national mobilization of man power and 
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industry, a huge training program for air 
crews and supporting personnel, a tre- 
mendous and continuous production 
schedule for aircraft, weapons and sup- 
plies, a full pipe line in hundreds of ships 
and trains through vulnerable lines of 
communication to advance bases, an 
elaborate sea and ground defensive to 
secure the lines of communication from 
enemy attack, and many Army divisions 
running into the hundreds of thousands of 
troops to secure the air bases.” 

The setup for such operations is usu- 
ally referred to as the “necessary ‘balance’ 
between land, sea and air forces,” says 
Colonel Smith. He adds: “The build-up 
to acquire this mammoth military machine 
takes years. A modern war will have been 
long decided by the time the gigantic 
effort could even get into low gear.” 

The blitz concept can make this gi- 
gantic effort unnecessary, according to 
the Air Force magazine article. Colonel 
Smith asserts: “An air siege which not 
only blockades an enemy but destroys his 
reserves, his war potential, and his very 
means of living will cause his complete 
capitulation. His forces in the field will 
rot on the vine without ever firing a 
shot in open combat . . . There seems no 
reason for clinging grimly to the out- 
moded sustained-bombing concept. Once 
freed from this mental shackle, we can 
concentrate our full energies on the con- 
cept of a super air blitz which will force 
an unqualified decision within a month 
at the very outside.” 

This concept, however, has not been 
accepted by the Joint Chiefs of Staff. It 
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has not even won the approval of Secre- 
tary of the Air Force W. Stuart Syming- 
ton or Gen. Hoyt S. Vandenberg, Chief 
of Staff of the Air Force. 

The whole idea of preventive war 
through an air blitz against Russia has 
been turned down because of these main 
considerations: 

Russian defense might prove to be 
stronger than calculated, in which case 
few of the planes actually would be able 
to drop atomic bombs on their targets. 
Also, there is danger of underestimating 
the Russian will to resist and ability to 
survive. The Russians outlasted — both 
Napoleon and Hitler. 

The plan leans heavily on the element 
of surprise, which is difficult for a demo- 
cratic government to achieve. Besides, in 
order to use surprise, this nation probably 
would have to attack first and would then 
be the aggressor, 

Even if Russian cities were smashed, 
Russian ground forces could occupy West- 
ern Europe, where the U.S. would be 
reluctant to use atomic bombs. 

If the 30-day plan failed, the whole 
basis of U.S. strategy would have to 
change, with a long war to be fought. 
Some military leaders claim the wat 
might last as long as 30 years. 

Orthodox concepts, therefore, ae 
still the ones that guide the Joint Chiets 
of Staff. If World War III should come 
soon, it would be fought, at least in the 
beginning, along the same lines as World 
War II. The concept of a preventive aif 
blitz has been rejected by the top U.S. 
command, 
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Rothschild got there first 


M, jo: Percy raced to England with Wellington’s 
report of the victory at Waterloo. But the King 
had already received the news from Nathan 
Rothschild, whose private courier had brought 
the word the dey before. This advance information 
paid the House of Rothschild handsome dividends 
on the London Exchange—which was one of the 
reasons why the Rothschilds maintained the fastest 


courier service of that day. Today’s business finds 





it equally profitable to “get there first.” 

The Beechcraft twin-engined Executive Trans- 
port plane reduces the time wasted in “getting 
down to business,” increases the time devoted to 
business itself. The comfort and convenience of 
this nine-place transport take the fatigue out of 
travel, conserve energy, and step up efficiency of 
both executives and personnel. More than 400 


U. S. corporations use it to “get there first.” 
o 


@ A note on your letterhead brings an informative 
60-page brochure on “The Air Fleet of American 
Business” with full details on the 200 mph Execu- 
tive Transport. Address Beech Aircraft Corpora- 
tion, Wichita, Kansas. 


BEECHCRAFT 


KECUTIVE TRANSPORT 


MODEL 


BEECHCRAFTS ARE THE AIR FLEET OF AMERICAN BUSINESS 
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for smoothness 


See it—feel it! Let your eyes and 
your fingers tell you how much 
smoother Levelcoat is. Here is an 
unusually fine coated paper. For 
Levelcoat is surfaced by a precision- 
controlled process... to give your 
printing the Levelcoat lift! 





Look at Levelcoat... 
for printability 


To pressmen, Levelcoat printability 
means beautiful, dependable per- 
formance, run after run. To adver- 


lilustrated bere 1s a typical use of Levelcoat*, not an actual booklet 


tisers it is an assurance that the 
most carefully wrought effects will 
come faithfully through the presses 
— subtly, glowingly alive! C. 
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Military lend-lease for Europe 
is getting set to go again. First 
steps toward reviving U. S. arms 
shipments are under way. 

Arms worth $1,500,000,000 
to $2,000,000,000 are to go to 
five nations in Western Europe 
next year if Congress approves. 

Heavy industry will get most 
of the new orders under any re- 
vived lend-lease. Firms in dozens 
of other fields are affected. 


, 


A revived plan for lend-lease of 
U. $.-made arms to nations in Western 
Europe is near the agreement stage. 
This plan, in spite of difficulties still to 
be ironed out, is to be the next step in 
the U. S. effort to restore some military 
strength to countries outside the Rus- 
sian sphere. 

Arms are to be offered, provided 
Congress approves, on condition 
that nations in Europe get together = 
on plans for their joint defense. 
Idea is to supplement arms produc- 
tion in Europe with some military 
equipment from the United States. 
! Yet, if any real military strength 
isto be restored in Western Europe, 
shipments of U. S. guns, planes and 
war machinery must be made on a 
scale that means greatly increased 
demands on U.S. heavy industry, 
billions in new orders for U.S. 
firms. 

Initial steps toward reviving lend- 
lease are under way at this time. 
Britain and France, plus Belgium, 
the Netherlands and Luxembourg 
ae going through the motions of 
defense planning on a co-operative 
basis. A combined: military staff is 
selected, with Field Marshal Vis- 
count Montgomery as its head, 
French Gen. Jean de Lattre de 
Tassigny as land commander, Brit- 
ish Air Marshal Sir James Robb as 
air commander and French Vice 
Admiral Robert Jaujard as sea com- 
@ "ander, There is a start toward 
planning a defense strategy. A mili- 
tary shopping list is being drawn 
up 
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U.S. is expected to make the 
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REARMING EUROPE: JOB AHEAD 


Billions for Industry Under Lend-Lease Plan 


next move, the move to supply arms, after 
Congress reconvenes. Arms, if voted for 
Europe, are to go largely to France and 
Belgium, with smaller amounts to Britain 
and the Netherlands. Cost to U.S. tax- 
payers on the basis of present calcula- 
tions is to be between $1,500,000,000 and 
$2,000,000,000. This cost would be held 
down by shipment, wherever possible, of 
surplus arms from World War II. U.S. 
forces then would replace the equipment 
shipped abroad with newer models. 

Amount of lend-lease materials to 
be shipped under any revived plan is 
still undecided. But the amount of arms 
needed is great if any sort of military 
security is to be restored in Western 
Europe. Collective military strength of 
those nations now is far less than in 1940, 
when they were quickly overrun by a 
blitz attack from the East. Troop strength 
is about 1,110,000 men, compared with 
6,050,000 men then. Even air force 
strength of these five nations is less now 
than in 1940, with 233,000 men com- 
pared to 270,000 then. Equipment is 
lacking for even these small forces. 

Just how much U. S. equipment will be 
SORE 
4 * 


—— 
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DEFENDERS: DE TASSIGNY & MONTGOMERY 
...@ military shopping list is required 






sent to those forces in the year ahead 
will depend on limits placed on the U.S 
military budget next year. Lend-lease, 
if Congress goes along with present plans, 
will be fitted into that budget. Theory is 
that arms for nations in Europe will 
utilize man power of Europe for defense 
and will enable U.S. to spend less on 
her own armed forces than otherwise 
would be necessary. At present, total 
arms cost for this country, without any 
lend-lease, is scheduled to rise from 
$12,300,000,000 this year to between 
$14,000,000,000 and $15,000,000,000 in 
the year beginning next July 1. With 
lend-lease, it will rise to between $16,- 
000,000,000 and $17,000,000,000. 

Goods to be shipped to Europe 
under any revived lend-lease plan, regard- 
less of its size, are to cover a wide range 
of things that these nations cannot pro- 
duce themselves. What those goods are 
will be important to U.S. firms in plan- 
ning production schedules, particularly in 
heavy industry. 

Trucks and other vehicles, for ex- 
ample, are needed in large quantities-to 
build up mobilized forces in Western 
Europe. This includes military cars, 
trains, all sorts of motorized trans- 
port. 

Planes, particularly large cargo, 
transport and bomber types, are in 
great demand at the present time 
for modernizing those nations 
meager air forces. 

Heavy artillery, motorized and 
calling for large amounts of steel, 
also is to have a high priority in 
any revived lend-lease. Some artil- 
lery types, such as towed 105s, 
are available in U.S. surplus 
stocks, but motorized guns in 
large numbers would call for new 
production. 

Engineering equipment, such 
as bulldozers, portable bridges. 
constructien equipment, will be 
needed in sizable amounts. Techni- 
cal goods, electric cable, radio and 
radar equipment are added to that 
demand. 

Tanks, including 70-ton heavy 
tanks now being developed in the 
United States, are to be requested 
in large numbers. Some medium 
types are available in U.S. stocks, 
but tank production mmy have to 
be resumed if large-scale shipments 
are made. 

All of these goods, with top 
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If Lend-Lease Is Revived... 














U.S. COULD PROVIDE 
THESE FROM SURPLUS: 


BUT THESE WOULD HAVE TO BE 
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goods are to underwrite a continuous high 
demand for goods from U.S. heavy in- 
dustry. 

Civilian-type goods, too, will ac- 
count for big orders in new lend-lease 
requests. This includes office equipment 
for military headquarters, uniforms, 
shoes, even field rations. 

New weapons, finally, may be sup- 
plied in growing amounts. These 
weapons will not include the atom bomb, 
but will include such new types as 
recoilless rifles and guns, glider bombs, 
rockets, jet bombers and guided missiles 
of various kinds. All of these weapons 
are expensive, call for millions in new 
production outlays. 

Range of goods to be supplied under 
a revived lend-lease, thus, promises a 
higher level of new orders for U. S. firms 
in dozens of fields. These orders, if ap- 
proved, are to be added to contracts 
already bejng let under a U.S. rearma- 
ment program, contracts amounting to 
more than $5,000,000,000 annually. As 
such, they would provide another prop 
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ever, must be overcome before lend- 
lease is approved, before any shipments 
are made. For example: 

Strategic use to which arms would 
be put by the new defense organization 
is in some question, France and the Low 
Countries favor setting up a strong army 
and tactical air force on the European 
continent to hold any Soviet attack from 
the East, prevent another cycle of blitz, 
occupation and liberation. Britain and 
U.S. tend to favor strong bases in 
North Africa and the British Isles for 
counterattack, on the theory that Rus- 
sian land forces could overrun most of 
Europe before adequate Western armies 
could be built up. Agreement on basic 
strategy is still being sought, must be 
reached before any lend-lease shopping 
list is completed. 

U.S. position in the European de- 
fense organization—the Western union— 
also must be clarified. The French Gov- 
ernment wants a firm American com- 
mitment to help defend members of the 
union in case of attack, would prefer 


some military planners. Fear is that, i 
the Soviets consider war inevitable, the 
might strike at the first indication th 
military strength in Western Europe } 
being revived. Other defense plannej 
believe that a firm statement by U. S. thi! 
it will defend Western Europe woul! 
forestall any early attack. 
Congress’s approval, too, must 
gained before the lend-lease plan can by 
put into effect. This approval, whil 
fairly certain, could run into trouble i 
the amount of arms asked by union plat 
ners is considered too large. Marsh 
Plan shipments to Europe already a 
running at the rate of $5,330,000,000 
year, and arms shipments, by law, cannél 
be included in that program. 
Outlook, nonetheless, is for an agree! 
ment to revive military lend-lease in som 
form in the months ahead. That agree 





ment, whenever it takes effect, is! 
mean billions in new arms orders, 2 Si 
able increase in exports to Europe at! 
another step in the world-wide race © 
rearm. 
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further gains in production are 
indicated for 1949 first half. 

Boom is being underwritten 
bya rising level of government 
sending. Business expansion 
ond construction are staying high. 

Strength is demonstrated in 
ising personal incomes, uptrend 
in wages and salaries, an in- 
gease in total civilian employ- 


ment. 
No setback to business is seen 
before mid-1949 by officials. 


The boom in business is to go on 
though remaining 1948 months and 
into 1949. All present indications are 
that the boom will continue at least 
until mid-1949. 

A setback in business, if one does 
ome after mid-1949, is likely to be 
mild and rather short lived. It would 
involve some adjustment of prices and 
of production—a downward adjust- 
ment probably of no more than 10 
per cent. 

Trends next six to nine 


over the 


months, in general, are to be moderately 


ising trends. There is some slowing in 
the textile industry. Agriculture is pass- 
ing its peak in prices and in income. 
Used-car prices are sagging a bit. Build- 
ing activity shows some signs of spot- 
tiness, Yet the trend of personal income 
still is upward. So is the over-all price 
tend. Trade is to go on breaking dollar 
records. Employment will hold near 
maximum levels. 

There is agreement on these points 
by the major forecasting agencies of 
Government and by many private ap- 
praisers, Mixed trends within the busi- 
hess structure are noted. The sellers’ 
market is becoming a thing of the past, 
except for automobiles, for some types of 
houses, for a few items of farm and in- 
dustrial equipment. Even so, the forces 
of inflation continue to dominate, out- 
weighing those of deflation. 

Rising outlays of cash by the Govern- 
ment are to underwrite the boom in the 
period ahead. Cash has been flowing out 
of the Treasury at a rate of $35,000,000- 
000 a year since July 1. This flow of cash 
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Boom Outlook for at Least 9 More Months 


is to rise to a level of $43,000,000,000 
as spending for armament and for foreign 
aid gets into stride. Cash spending by 
the Government probably will go on 
rising through the fiscal year that starts 
next July 1. It may go as high as $45,- 
000,000,000 a year before leveling out, 
as rearmament reaches its peak and 
lend-lease is added to the outlay. 

In assessing the outlook, the con- 
sensus among official forecasters is the 
one that follows: 

Output of goods, over all, is expected 
to average 196 per cent of 1935-39 out- 
put for the first half of next year, com- 
pared with 192 per cent for the first 
half of 1948. This is the measure of in- 
dustrial production used by the Federal 
Reserve Board. 

New construction is expected to go 
on at an annual rate of $18,500,000,000, 
against $17,000,000,000 for the first halt 
of 1948. 

Employment is seen as continuing at 
peak levels. There will be around 60,- 
800,000 people in civilian jobs, against 
58,900,000 in early 1948. 

Personal income will reflect both full 
employment and rising wage payments. 
Income is likely to reach a rate of 
$220,000,000,000 a year, against $208,- 
000,000,000 in the 1948 first half. 





Wages and salary payments make 
up the bulk of personal income, and they 
are expected to rise from $127,000,000,- 
000 to $138,000,000,000 a year. Factory 
workers probably will average $1.39 an 
hour, as compared to $1.30 an hour a 
year earlier. 

Farm cash income may drop a bit 
in the first six months of next year—from 
$31,200,000,000 a year to $31,000,000,- 
000, because of lower crop prices. 

These are the basic factors that per- 
suade the appraisers to forecast con- 
tinued heavy dollar spending by all 
segments of the U.S. economy. They 
provide the dollars to keep the boom 
spinning along. The flow of dollars for 
private spending still is increasing. 

Effects foreseen are these: 

Retail trade, as a result, can look for- 
ward to increased dollar volume. Over- 
all spending in the first six months of 
next year is expected to hit a rate of 
$131,000,000,000, against $127,900,- 
000,000 in the first half of 1948. 

Cost of living is expected by the ex- 
perts to remain rather stable. Lower food 
prices will offset increases in rents and 
other items. The estimate is that con- 
sumer prices will be at 174 per cent of 
the 1935-39 average in the first half of 
1949. That is about where it is now. For 
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PRODUCTION PATTERN 
« »- Uncle Sam‘s cash hand is a big factor 
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the first six months of this year, the 
cost-of-living index was 169. 

Wholesale prices, on the whole, 
also are expected to remain close to 
current levels for the first half of 1949, 
at 209 per cent of the 1935-39 average, 
with lower food and fiber prices offset 
by higher prices for metal goods. For 
the first half of 1948, the wholesale 
price level was 203 per cent of 1935-39. 

The figures, as the chart on these 
pages shows, point to a moderate in- 
crease in production and in trade under 
conditions that promise fairly stable 
prices. Major bases for this appraisal 
are signs that Government spending 
and business spending will continue to 
be high and that personal incomes are 
in a rising trend. Armaments and busi- 
ness expansion assure a strong market 
for producers’ goods. Rising personal 
incomes promise to keep demand large 
for consumer goods. Although some 
leaders in private business doubt that 
the boom can continue much longer, 
no signs have yet developed to indicate 
any serious setback. 


Business Outlook 


Estimates for Ist half 
of 1949 compared with 
Ist half of 1948 


A setback might develop after mid- 
1949 by sharp cuts in outlays for busi- 
ness expansion and a letdown in the 
building boom. That would cut private 
spending for producers’ goods and 
building materials. But, as long as 
Government spending continues to rise, 
the adjustment probably would be 
limited to a 10 per cent drop in the 
official production index. 

Meanwhile, the outlook for most 
major industries is for continued high 
or rising production in the nine months 
ahead. 

In durable industries, the level of 
production is likely to reach 230 per 
cent of 1935-39 output. That will be a 
postwar peak, a notch above the 228 
per cent reached in the first quarter of 
1948. The reason for expecting high 
output in this field is the prospect for 
capacity production of steel and auto- 
mobiles. 

iron and steel production is likely 
to rise fractionally. Output in 1949 may 
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Industrial Production 
(1935-39 = 100) 


192 196 





1949 


reach 88,000,000 to 90,000,000 ingot 
tons, against a probable 87,400,000 tons 
this year and 84,800,000 tons last year. 
On the production index, iron and steel 
are likely to climb to 209 per cent of the 


1948 





— prewar base, against a peak of 204 per 


cent in the first quarter of 1948. 

Iron and steel output is limited by pre- 
vailing capacity, which is expanding 
only slowly, and by shortages of scrap 
and coke. 

Automobile industry may exceed this 
years production by a small margin in 
1949, barring major strikes and given 
adequate steel. Output this year is in- 
dicated at 5,100,000 cars and_ trucks, 
against 4,780,000 in 1947. 

Machinery industry faces a mixed 
trend, but over-all production is likely 
to hit the peak of 284 per cent of pre- 
war output reached in the 1948 first 
quarter. Strong demand continues for 
heavy electrical machinery and mining 
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and textile machinery are still tight, }pomise t 
Machine-tool demand is decreasing the first | 
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to establish postwar peaks in 194 automobil 
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Metal products are likely to be held 
to the production peak of 198 per cent 
of 1935-39 by supply shortages. Demand 
exceeds supply for copper, lead, zinc and 
aluminum. Stockpiling by the Gover- 
ment may add to demand. 

Lumber production is expected to 
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board feet. That rate is likely to con- 
tinue for the first half of 1949. 
Furniture output is leveling out, too. 
Furniture industry reports rising inven- 
tories and a reduced order backlog, but 
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production in early 1949 is expected to 
math this year’s first-quarter index of 

178. 

Glass industry and allied industries 
promise to increase output slightly in 
the first half of 1949. Glass-container 
poduction is down, but plate glass for 
aitomobiles is expected to rise moder- 
ately. Cement, clay products, gypsum, 
plaster, and abrasives are ex- 
pected to increase production. 

In nondurable fields, where most 
cutbacks in production have occurred, 
uitput also is expected to increase dur- 
ing the first half of 1949. 

Textile output is likely to reach the 
same level as the first quarter of 1948, at 
178 per cent of 1935-39. Most of the in- 
cease will be due to increased produc- 
tion of rayon Cotton 
tion and apparel-wool 
appear to be in a declining trend, 
carpet-wool consumption is high. 


asbestos 


goods. consump- 
consumption 


but 
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Wages & Salaries 


(annual rate) 


$138 


BILLION 





$127 


BILLION 


1948 


Shoe production for the first half of 
1949 is expected to equi il the same 1948 
period, 
probably will equal the 
$65,000,000 pairs. 

Military demand tor 
shoes will be 


This year’s production of shoes 
1947 output of 
and 
the 


Garments 
a bolstering factor for 
shoe and textile industries 


Food industry is expected to increase 


output by a slight margin in the first 
halt of 1949. Most of it will be in miscel- 
laneous items, such as prepared cereals, 


jams and jellies. Larger meat supplies are 
not in prospect until later in the vear. 
Paper industry is expected to attain 
new record production during the first 
half of 1949. That will 
1 2 per cent increase over output 
the half of this vear. 
Printing and publishing shows one 
of the strongest trends on the FRB list. 
Output is expected to gain about as much 


amount to around 
during 
first 


as the paper industry. 


| Average oes aT wanES 










New Construction 









1948 





‘1949 





Petroleum industry is in a strong up- 
ward trend, too. Crude-oil production 
this year is 11 per cent above 1947. An- 
other gain of 6 per cent is likely. 

Chemical production is rising, too, 
with the concentrating in rayon, 
paints and industrial This 
strong trend is expected to continue. 

Rubber output, which has been in ¢ 
downtrend through this year, is believed 
to have hit bottom, Production for the 
first half of next year probably will equal 
output in the 1948 first half. 

Tobacco and liquor industries ar« 
likely to hold near current levels. 

Soft-coal mining may be in tor a de- 
cline. Stocks are very large. 

Altogether, industrial output 
assured at a high level in almost all lines 
for the period immediately ahead. Any 
sharp setback later in 1949 probably will 
be determined by the course of public 
spending. The trend there is upward. 


rise 


chemicals 


seems 
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Sellers’ Market in Autos 
For A Year or Two More 


Reported from DETROIT 


If you are in the market for a 
new car, you will have to wait a 
year or two before you can shop 
around for any one you want. 
Sellers’ market is expected to last 
that much longer. 

Slump in used cars that now 
is appearing is largely seasonal. 
New models, the 1949 lines, will 
show up late this year and early 
next. In many cases, prices will 
be higher. 


The time when a customer can walk 
into any automobile showroom and 
drive away the car he wants still is a 
year or two away. The bloom is off the 
market for some of the more expen- 
sive makes, but a buyers’ market in 
the most popular lines is not yet in 
sight. 

Reports of a break in the auto market 
are not supported by figures showing a 


sustained demand for new cars. What 
sometimes is mistaken for a break turns 
out to be a seasonal slump in the market 
for older cars and stiffer resistance to 
premium prices for new “used” cars. 

Manufacturers recognize that some 
change is taking place in market condi- 
tions, but are sure of buyers for every car 
they make, at least through 1949. This is 
true despite the fact that a large propor- 
tion of the 7,000,000 unfilled orders for 
new cars are duplications or were placed 
by persons who cannot pay for them un- 
less they are sure of reselling immedi- 
ately at a profit in the gray market. 
And big profits in the gray market are 
not as easy to get as they were a few 
months ago. 

Demand for automobiles is proving 
far greater than was expected at the war's 
end. The number of passenger cars on 
the road has increased by more than 
7,500,000 since 1945. The chart on this 
page shows the trend in recent years. In 
1941, there were 29,524,101 passenger 
cars registered in this country. By 1945, 
war had reduced the number to 25,691,- 
434. By the end of 1948, the total is ex- 
pected to reach 33,225,000. 
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Supply still is held down by ly 
to the number of cars that can be tup 
out. Production of new passenger ; 
this year is expected to total aroy 
3,765,000. Some people in the indy 
believe next year’s figure will not ex 
that, and may be less, because of the | 
lihood of a smaller supply of steel. In 
event, if the industry continues to » 
duce at present rates, it will do ji 
more than replace the cars that are |i 
to be scrapped, and will not cut dee: 
into the backlog of orders now on 
books. 

Trends in market conditions, pri 
and model changes are watched » 
closely in Detroit than elsewhere, | 
talks with persons close to the indus 
U.S. News & World Report has fow 
these conditions existing: 

Prices of new “used” cars are of fro 
5 to 20 per cent from a few weeks ag 
On Detroit’s Livernois Avenue, center 
the used-car industry in the U. S., a pop 
lar-make sedan that was priced recent 
at $2,450 now can be bought for $4) 
less. Reductions are much greater in { 
very high-priced class of new “used 
cars. A further drop is expected in lit 
autumn and winter before prices ley 
off in the spring. 

Older used cars also are down in pri 
This is partly seasonal and partly duet 
restoration of the Government’s Regul 
tion W, requiring larger down paymeni 
and allowing less time in which to pa 
The weakness is not so apparent, hi 
ever, in medium-priced cars. 

New models are not scheduled | 
appear in most lines until late this ye 
or early next. Ford’s release some tit 
ago of its 1949 line did not bring am 
to follow suit by other manufacture 
General Motors is expected to show nej 
models between November and Januai 
The change-over in Chrysler lines 
likely to come some time after January 
Prices, too, will be $50 to $150 higher: 
some of the new models. 

New models of the future will 
greater stress on automatic transmissiis 
greater streamlining and lower gasolit 
consumption. General Motors plans ! 
introduce its new Kettering engine nei 
year, but it will be limited at the sta] 
to the Cadillac and large Oldsmobik 
The compression ratio of this engine 4 
first will be only slightly higher than thi 
of present engines to adapt it to gasolit 
now available. Gasoline of higher 
tune rating will be needed if compre 
sion is to be stepped up sharply, 4 
hoped for later. 

These new models, when they comt 
are expected to stimulate the alread 
heavy demand for new cars. The rest! 


a 





will be to delay even longei the tin’ 
when supply of cars will catch up W 
that demand. 
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COMMUNIST SQUEEZE ON FARMERS 


A Communist squeeze is being 
put on Yugoslav farmers. High 
taxes, low prices, name calling, 
all are being used. 

Marshal Tito, despite row with 
Premier Stalin, is following a 
Soviet line to wipe out wealthier 
farm operators. 

Resistance, equipment short- 
ages mean slow going now. But 
the goal, as in Russia, is a coun- 
try-wide shift to collective farms. 


What happens to farmers and the 
farms they own when Communists 
take over a country is shown by a 
close study of what is going on in 
Marshal Tito’s Yugoslavia. The Com- 
munists intend to eliminate big_ pri- 
vate farms in a country that is 70 per 
cent agricultural. Such farms, in the 
end, will be Government owned, with 
the farmers working for the state. 

The pattern is the same as that in 
Russia. But Marshal Tito is having to 
move slowly due to the traditional inde- 
pendence of Yugoslav farmers. That slow- 
ness has him in trouble with Premier 
Stalin and the Russian Communists. who 
accuse Premier Tito of coddling the 
“kulaks”—wealthier land-owning peasants. 
But, actually, he is set on a course in- 
tended to wipe out the kulak class. 

The 8 per cent of Yugoslav farmers 
with incomes of $1,000 or more a year 
are being isolated by Marshal Toto’s 
propagandists. Pressures are being ap- 
plied to cut their earnings, raise their 
taxes, force them to sell their grain to 
the Government at low prices. Rationing 
limits the amount of farm equipment and 
goods they can buy. 

Agriculture is the only important seg- 
ment of Yugoslavia that remains in pri- 
vate hands. The fact that there are 
2,000,000 private farms has made farm- 
ing the weakest link in Communist con- 
trol. But the farm land is being slowly 
prepared for collectives such as those 
operated in Russia. Americans can visual- 
ize what this means if they picture a big 
farm State like Iowa taken over by the 
Government, the farmers stripped of what 
they own and put to work as Government 
fam hands working for day wages. 
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Reported from BELGRADE 


The first step in Yugoslavia is to crack 
down on the wealthier landowners. Big 
farms are held in check by a law that 
provides that no one can own more than 
88 acres. Farm equipment is pooled, 
shared among farmers so that the better- 
off peasants will have no more imple- 
ments than their poorer neighbors. 
Smaller, poorer farmers are favored | at 
every turn. 


A calculated risk is being taken by 


Marshal Tito in his Communist campaign 
against the more prosperous peasants. Ii 
these farmers retaliate with passive re- 
sistance and reduced food output, a seri- 
ous crisis can result. 

Food for Yugoslav cities and for export 
is produced mainly by the country’s 
larger farms. Farms of 25 acres and 
more are producing 38 per cent of Yugo- 
slavia’s grains. Smaller farms, which 
comprise 90 per cent of the country’s 
cropland, consume most of their own 
produce. 


’ : . : ~ =Wide World — 
YOUNG YUGOSLAVS 
... for Tito—a calculated risk 





Communizing the Land: 
What a Newsman Saw 


The wealthier farmers who own 
and work their own land are the 
weakest link in Communist control 
of Yugoslavia. So they have become 
a special target for Marshal Tito. 

Robert Kleiman, Regional Editor 
of U.S. News & World Report for 
Central Europe, arrived in Yugo- 
slavia about the time Moscow split 
with Marshal Tito and accused him 
of coddling private farm operators. 
In this dispatch, result of a first- 
hand survey, Mr. Kleiman shows 
what is happening to the farmers 
now and what is in store for them 
under a Communist Government. 











Farm output as a whole is back to pre- 
war levels, but the demand for food is 
much greater than it was before the war. 
Industrialization is adding to city popu- 
lations enormously. Severe food short- 
ages are developing in the cities. With 
food exports higher, supplies of farm 
produce for the cities at the beginning 
of this year were only 70 per cent of 
prewar supplies, and they had to feed 
more people. 

The outlook is for continued food 
shortages for some time to come. In that 
situation, resistance by the kulaks to the 
Communist campaign against them could 
upset food production to the point where 
something close to famine might hit the 
cities. 

Communist strength is such, how- 
ever, that the odds are against successful 
resistance by the well-to-do farmers. 
Premier Tito’s followers are ready to use 
ruthless means when necessary, and the 
wealthier farmers know it. 

The efficiency of the Communist or- 
ganization was shown recently when a 
forced sale of pigs was imposed by the 
Government. Raiding parties, organized 
by the Communists, struck simultaneously 
before dawn in almost every village m 
the country. By 7 a.m., most farms had 
been stripped of all but two pigs. The 
raiders were assembled the night before. 
Still the whole country was taken by 
surprise, and there was no violence. 

The Yugoslav Communist Party is the 
only one in Europe, including Russia, in 
which a majority of the party members 
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are peasants. And it is being turned to 
the traditional Russian line against pri- 
vate farming. Marshal Tito, in such 
major policies, will follow Moscow, not 
the West. 

Every village in Yugoslavia has a 
Communist nucleus that controls the 
governing People’s Committee. These 
committees tell each farmer how many 
acres to plow and what crops to sow. 
Quotas for compulsory sale of grain and 
meat to the Government are fixed on the 
basis of these crop plans, which are fol- 
lowed by periodic inspections of the 
harvest. 

The wealthier peasants, already tagged 
by Government propaganda as “enemies 
of the people,” know that it is they who 
will starve first if their crops fail without 
good reason. 

Poor farmers, meanwhile, are being 
organized under Communist leadership 
as a means of isolating their better-off 
neighbors. The basic strategy is to en- 
courage the poor peasants to deal 
through co-operatives, where they can 
do better than by operating independ- 
ently. The Government sees to that. 

Marshal Tito and his Communists are 
following Lenin’s adage: “Co-operatives 
are the only apparatus created by 
capitalist society which we must make 
use of.” 

Most of Yugoslavia’s prewar co-opera- 
tives, to which 7,000,000 peasants be- 
longed, were dissolved during the war. 
They have since been re-established and 
expanded under Communist leadership. 
Now there is a co-operative of some 
kind in almost every village. Members 
and their families total more than 10,- 
000,000. Better-off peasants played the 
dominant role in the co-operatives be- 
fore the war, but they are being weeded 
out to place all leadership safely in the 
hands of the Communists. 

Marketing co-operatives are the most 
common form now. Co-operatives run 
most village stores. They act as mid- 
dlemen for the Government, buying 
agricultural produce and _ selling in- 
dustrial and consumer goods. Earnings 
frequently are used to buy up property, 
putting a further squeeze on _ private 
farmers. 

Now the Communists are encouraging 
“general co-operatives” that handle credit 
for farmers, engage in livestock and 
dairy operations and operate farm- 
machinery pools, repair shops, flour mills, 
power plants, housing projects and 
similar enterprises. 

The ultimate objective is to extend 
the activities of “general co-operatives” 
to take in co-operative farms. Commu- 
nists term this the “highest” form of 
co-operative movement. More than 900 
co-operative farms already have been 
organized in Yugoslavia. They are 
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Lack of machines forces a slow pace 


operated by more than 200,000 people. 
The projects are farming only half a 
million acres, roughly 3 per cent of the 
country’s arable land. But in all major 
respects they are identical to Russia’s 
big collective farms. 

The idea is to make the co-operatives 
so big that the eventual switch from co- 
operative farming to Government-oper- 
ated agriculture will not be too hard to 
manage. Special benefits are being 
granted by the Government to encour- 
age the development of the co-operatives. 
They get outright grants from the Gov- 
ernment, members receive easy credit 
at low interest rates, priority in the pur- 
chase of farm machinery and certain tax 
exemptions. 





By advancing slowly, step by step, 
Premier Tito’s Communists hope peace- 
fully to break down peasant resistance 
to the Soviet idea of collective farming. 
Each step being taken now is a rela 
tively minor one, so that no single move 
will provide a rallying point for peasant 
opposition, 

Lack of farm machinery and _tecb- 
nicians forces a slow pace in Marshal 
Tito’s movement toward large-scale farn- 
ing by the Government. 

Farm implements in Yugoslavia are 
hardly more plentiful now than they were 
before the war, when only half the peas- 
ants had iron plows and more than a 
third had no plows at all. It will take 
more than one five-year plan to complete- 


—Black Star 


OUT IN THE FIELDS 
Step-by-step strategy to break down resistance 
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ly equip Yugoslavia’s primitive farms. 
' There are fewer than 4,000 tractors in 
the country, and most of them were sup- 
plied by the United Nations Relief and 
Reh: ibilitation Administration. These 
tractors are held by Government-operated 
tractor stations that parcel their use 
among the farms. Yugoslavia’s first trac- 
tor plant is now under construction. But 
its output will add only 500 tractors to 
the total by 1951. 

Shortages of tractor operators and re- 
pair facilities make it impossible now to 
plow more than 1,125,000 acres by trac- 
tor. Collective farms already comprise 
500,000 acres, and state farms—run_ by 
the Government with wage laborers- 
comprise another 875,000 acres. The 
result is that tractors are being used 
mostly on the state farms. The pace at 


which collective farms are formed is 
likely to be slow for the next several 
years. 


A working model now is operating 
in the heart of the Vojvodina, Yugoslavia’s 
richest farming district, where Communist 
leaders are running one of the country’s 
biggest collective farms like a factory in 
the field. The Government is so proud 
of the venture that the farm is becoming 
the model for the drive under way to 
prepare the entire country for collective 
farming. 

Members of the Lovsenac “Njegos Co- 
operative” are 900 Montenegrin families 
who were resettled after the war on 
13,000 acres of Danubian flatland taken 
away from former German owners, Piece- 
work wages are paid to the collective’s 
1,250 men and women workers. The 
wage system, as on Russia’s collective 
farms, is based on the farmer’s ability to 
do an assigned “quota” of work each 
year. Payment is in cash, produce and 
special ration tickets that permit the col- 
lective farmers to buy consumer goods 
at bargain prices, 

Communist Ei of the farm and 
the village of Lovsenac is assured by an 
overlapping series of organizations in 
each of which the Communists provide 
all or most of the top officials. 

The village population includes about 
1,000 residents other than those attached 
to the collective farm. Most of the non- 
farmers are families of workers in a local 
brick factory, a power plant and a tractor 
station. In addition, there are a doctor, 
two male nurses, a veterinarian, cobbler, 
tailor, barber and 20 private peasants, 
who initially refused to join the collective 
when it was formed in 1946. 

Most of these people hold membership 
in the People’s Front, which is responsible 
for political education along Communist 
lines and for mobilizing voluntary labor 
for public projects, A second organization 
has enrolled most of the village women. 
A third is for youth. There is even an or- 
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—Wide World 


GATEWAY TO STATE FARM 
Managed like a factory in the field 


ganization for children—the Pioneers—that 
has a political slant. All these groups are 
led by Communist Party members. About 
one fourth of the adults in the village are 
party members, a proportion five times 
the average for the peasantry generally. 

A management council that runs the 
collective farm contains a majority of 
Communists. The People’s Committee, 
or village council, consists of 31 Com- 
munist Party members. The Communist 
Executive Committee of 25, through strict 
party discipline, directs the work of all 
the organizations in the village, including 
the major policy decisions of the Man- 
agement Council and the People’s Com- 
mittee. 


Communist objective, eventually, is to 





have most of Yugoslavia’s farm land oper- 
ating in systems similar to the Lovsenac 
project. The present campaign to ruin 
the wealthier private farm operators is 
only the first step. 

Where Marshal Tito stands be- 
tween East and West is clearly shown by 
his slow-moving farm program. Despite 
differences with Premier Stalin, the Yu- 
goslav dictator is building a Communist 
country that will stand with the Soviet 
world in any big clash. By price pres- 
sures, taxes and special benefits for farm 
co-operatives, Premier Tito and the Com- 
munists are laying the groundwork for 
collective farming, which is a foundation 
stone of Government control in any 
Soviet-dominated territory. 


—Wide World 


THE STATE‘S FARMERS GET THEIR ORDERS 
Overlapping organizations assure Communist control 
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LOSING GAMBLE FOR PERON 


Reported from BUENOS AIRES and WASHINGTON 


Juan D. Perén is caught tight 
in a homemade dollar squeeze. 
His plans to build Argentina into 
a major power are in trouble. 

Mr. Peron spent lavishly, gam- 
bled on high prices for Argentine 
‘food to pay off debts, bring in 
a flood of U.S. dollars. 

But prices are slipping, dollars 
are not showing up. Hard times 
may set back Mr. Perén’s ambi- 
tions as a big world trader. 


Troubles are piling up for Gen. 
Juan D. Peron, Argentina’s President. 
These troubles are beginning to make 
the people grumble, and they are 
crippling plans to build Argentina into 
a great world power. 

President Perén’s biggest troubles are 
those of a gambler who guessed wrong. 
He exacted $4.85 a bushel for wheat, 
similar prices for other exports and bet 
that he could do it indefinitely. He used 
up Argentina’s dollars on expensive pur- 
chases in the United States and ran up 
bills that he hoped to pay from future 
sales of raw materials at high prices. 

Now it is time for the pay-off, but 
prices of things Argentina has to sell are 
coming down. Mr. Peron’s bills, due and 
payable in dollars, are about double the 
$215,000,000 in dollars and other free 
exchange on hand. Argentina, which had 
over $1,100,000,000 in gold and dollars 
three years ago, is pressed for cash. 

Mr. Per6én’s ambition, which led 
him to make his gamble, is to build up 
Argentina’s military and industrial might 
under what he calls the “five-year plan.” 
He believes Argentina should become 
virtually self-sufficient instead of export- 
ing raw materials and importing manufac- 
tured goods. 

Mr. Peron has spent dollars lavishly in 
working toward this goal. He has paid 
American owners over $90,000,000 for 


the Argentine telephone system. He has 
acquired foreign-owned railways and 


utilities. 

Big expenditures have been made in 
the U.S. for trucks, railway equipment, 
ships, airplanes and weapons. 

Big exports look, on the surface, as 
if they would enable Mr. Peron to keep 
up this spending. When world supplies 
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were short, hungry countries signed up to 
buy Argentine foods at Mr. Peron’s 
prices. On paper, his profits are big. 
Joker is that European countries, the 
main buyers, are hard up. Mr. Peron 
has given them several hundred million 
dollars’ worth of credit. But sales on 
credit do not yield the dollars he needs. 
The Marshall Plan, until recently, 
seemed to be the solution to this problem. 
Mr. Perén expected the U.S. to finance 
big purchases in Argentina. Things 
haven’t worked out that way, however. 
Good crops in the U.S., Canada and 


side Argentina. But there will be no 
Marshall Plan purchases of wheat at 
$4.85. 

Dollar investments in Argentina by 
Americans could be increased if Mr. 
Perén would stop talking about “dollar 
imperialism.” 

U.S. loans, either from banks or 
through bond sales, are reported to be 
available if Mr. Perén would ask for them, 

Dollars from even these sources would 
not solve the problem. While grain prices 
are falling, the prices of the equipment 
President Peron wants are rising. 





ARGENTINA’‘S PERON 
... On paper—the profits looked big 


Europe have led to price declines and are 
enabling the Marshall Plan to go ahead 
without Argentine food. The only Mar- 
shall Plan money coming in is about 
$1,000,000 for hides, casein and tanning 
materials. 

fiore doliar income, a lot ot it, is 
needed if Mr. Per6n is to settle his bills 
and make even a stab at buying more 
U.S. goods. 

Exports to the U.S. might be stepped 
up to yield more dollars. Now Argentina 
has priced herself out of the important 
U.S. market for linseed oil. High prices 
of other items are discouraging American 
buying. If Mr. Peroén would cut prices 
enough, he could sell more to the U.S. 

Marshall Plan purchases may help 
somewhat next year. They will not be 
big, however, unless crops are bad out- 


An austerity program might help to 
salvage some of the Perén plans. That 
would mean cutting standards of living, 
however. Argentines, used to eating well, 
might not stand for it. The senior gem 
erals, on the other hand, will not be satis- 
fied unless they get most of the military 
equipment they want. They can put Mr 
Peron out of office if he ignores them. § 

The outlook, thus, is that President 
Peron will have to junk some nonmilitary 
parts of his program and cut other parts 
down to a fraction of their original size. 
Most of the equipment for what is left 
will have to come from Europe at such 
time as Europe is able to supply it. 

The Perén dreams of making Argentina § 
into a great world power, thus, are fading 
fast. He has gambled on high prices, and 
he has lost. 
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With Recordak microfilming, you can do things so fast 
... so accurately ... so simply . . . so inexpensively. 


So fast: you can copy the most complicated documents or charts 
in less than a second . . . as fast as you can feed them into the 
machine. 

So accurately: no transcription errors with Recordak micro- 
filming. It’s photographically accurate and complete. 

So simply: recording, you just feed documents into the Recordak 
Microfilmer; they take their own picture . . . at tremendous re- 
duction. Viewing, you run the film through a Recordak Reader; 
the filmed documents appear full size on the screen. 

So inexpensively: 3000 letters on a roll of film no bigger than 
your palm. Film cost—little more than $3. 

Because of “magic” like this, the use of Recordak microfilming 
has both improved existing routines and revolutionized systems in 
more than 65 types of businesses. To gauge its possibilities in 
yours, write for “50 Billion Records Can’t Be Wrong.” It’s free. 
Recordak Corporation (Subsidiary of Eastman Kodak Company), 
350 Madison Avenue, New York 17, N. Y. 
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One of a series of advertisements on export 
directed to American manufacturers who 


porate electrical equipment in their proc 


help you 


develop foreign markets 


for your products 


RE you wondering how you can hold present high 
\ employment levels. or reduce labor turnover be- 


cause of seasonal production peaks and valleys? 
Have you considered export as a possible answer? 


We believe in world trade. For more than 40 years. 
Westinghouse has found that foreign markets repre- 


sent a healthy outlet for its products. 


The Westinghouse Electric International Company 
has made world business its business. It has proved 


that selling and servicing abroad pays good dividends. 


Today, more and more U. S$. manufacturers are ask- 
ing us for help on their foreign trade problems. If 
you are considering selling your products abroad. 


wed like to make our experience available to you. 


HERE’S HOW WE CAN HELP YOU 

Key staff members of Westinghouse are ready to 
review and analyze your specific export problems. 
They are informed on methods of procedure for 
establishing sales. distribution and service facilities 
abroad. and can furnish you with up-to-the-minute 
facts concerning many problems in foreign markets, 
such as import controls... financial and _ political 
conditions ... buying habits ... climatic conditions 
...electrical characteristics... packing and shipping. 


if you manufacture ‘products incorpo- 








rating electrical equipment. you can 
obtain this help by calling your near- 
est Westinghouse Electric Corpora- 
tion office. Or write for your copy 
of the booklet, “The Export Mar- 
ket for Your Product.” It high- 
lights the type of service and 
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PARIS....LONDON....MADRID....NANKING...- 





Soviet peace offensive, not a war, is showing up at Paris. 

Search for peace, or at least a truce, is once again the significant thing. 

Fear of immediate war is disappearing fast, dropping from sight overnight. 

Fear of war later on, in a matter of years, remains about as it was. 

So, from its ringside seat at Paris, the world is discovering what happens 
when an irresistible force finally does meet an immovable object. 

Irresistible Russia, it turns out, stops some distance this side of war. 

Immovable America sees that firmness pays, but wonders what happens next. 

Both, instead of exploding into war, instead of settling down for a long 
winter's deadlock, are looking for a way out. Neither enjoys the deadlock. 

Next _move to expect, consequently, is a United Nations proposal under which 
Russia would temporarily lift Berlin blockade, West would put off formal estab- 
lishment of Western Germany, while both resume talks on Berlin and Germany. 

That's the outlook at the moment. Chances favoring it are about 60-40. 




















>» Mr. Stalin's peace maneuvers, at the same time, are beginning to show. 

On Berlin dispute, Moscow asks for new talks, hints at concessions. 

On German settlement, Russia invites the West to resume negotiations. 

On atom bomb, Soviet position moderates slightly, thus keeps talks going. 

On arms cut, as on atom bomb, Moscow appears in role of seeker after peace. 

On occupation areas, Russia proposes general withdrawal of all troops. 

Altogether, this is quite a list. Whether Russia is sincere, whether more 
negotiations would really get anywhere, are matters the West is skeptical of. 
Fact to note, however, is that at the moment Soviet Russia is talking peace. 

















There are good reasons for it. These are the things Mr. Stalin sees: 
Western firmness in dealing with Russia is becoming a habit. Appeasement is 
out. West has soft spots, but in a pinch musters a united front against Moscow. 
Western recovery, though spotty, is in sharp contrast to economic troubles 
in much of Eastern Europe. And continued Marshall Plan aid is to be expected. 
Western rearmament is beginning to Sound serious. Western Europe has its 
first combined chiefs of staff. lLend-lease from U.S. is a growing prospect. 
Western strategists are looking ahead, figuring all the angles, gathering 
up such loose ends as Spain, not relying wholly on U.S. monopoly of atom bomb. 
None of these developments is particularly welcome to Moscow. 














? In addition, the Kremlin has to give urgent thought to these matters: 
Germany's Ruhr still is in Western hands, still beyond the Soviet's reach. 
Western Germany is getting back on its feet. Currency reform has worked. 








(over) 
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Production is up, exports are up, diets are better. So is morale. 

Eastern Germany, run by Russia, is up to its neck in trouble. Industry lags. 
Food is short. Imports from Russia are negligible, but Moscow takes 50 to 60 per 
cent of zonal output as reparations. Now a police army of 400,000 is being or- 
ganized by Communists to control restless labor, stop food riots, do secret jobs. 

Soviet sphere generally has trade, purge troubles, not to mention Tito. 

Communists outside, in Western Europe and a need Soviet peace maneuver: 
as talking point to recover lost Support, to offset Soviet aggressiveness. 

U.S. political campaign is a special problem for Moscow. Peace offensive 
might swing some votes to Henry Wallace, might also upSet bipartisan unity. 

All in all, there are many reasons for Russia to pause just now, to hint at 
conciliation, to talk peace. As the record stands, Premier Stalin is losing the 
"cold war" in Europe. Having failed to stop the Marshall Plan, he can't afford 
to see the West rearm, through lend-lease. Maybe peace moves will turn the tide. 














>> One effect of the Soviet peace offensive, as long as it lasts, is to embar- 
rass the Western powers in their quiet, undercover flirtation with Spain. 

U.S., taking the lead in this flirtation, urges it for strategic reasons, 
hints it's time to play ball with Generalissimo Franco, forget the past. 

Moscow recalls, delights in telling the world, that Generalissimo Franco 
helped Hitler a bit during World War II, maybe can't pass as a democrat. 

Paris remembers all this, fears political effect of embracing Franco Spain. 

London is sure that open approval of Franco means a big row in England. 

Madrid, meanwhile, wears an air of injured innocence, speaks softly. 


>> What's really happening, what accounts for the excitement, is this: 
Maneuvering by U.S., in Paris and London, is aimed at persuading U.N. to 
withdraw disapproval of Franco, let Spain join agencies like World Bank and 
Fund, maybe join Marshall Plan as well; in effect, to take Franco into the club. 
Purpose is to give West free access to Spain in case of war with Russia. 
Strategists figure Pyrenees Mountains might be main line of defense in Europe. 
What military men want are airstrips behind the Pyrenees, improved roads to 
and from airfields, modern port facilities for supplies on Spain's coasts. 
Deal between Western powers and Franco is designed to fix this all up. 
Franco's price is dollars, both grants and loans, along with big-power rec- 
ognition, perhaps U.N. blessing. Dollar price, at start, is about $400,000,000. 
West's price, in addition to Spanish agreement on strategic needs, is that 
Franco clean house a bit, get rid of grafters in Government, risk an election. 
Franco's plan to hold-municipal elections, first in 12 years, fits in here. 
Outlook: U.S. will have to move slowly. Paris, London are hanging back. 














>> Still another crisis is blowing up in China. 
Communist capture of capitals of Manchuria and Shantung leaves Nationalists 
hanging on by their teeth north of the Yangtze. They can't hang on much longer. 
Communist successes come just as Chiang Kai-shek's drastic currency reform 
runs into heavy weather. Crackdown, stiff penalties don't seem to be enough. 
Combined effect of Communist gains and economic distress is personal blow 
to hopes and fortunes of Chiang. It's a question how long he can stay on top. 
Two Chinas are in the making, one north of the Yangtze, one south. 
U.S., as Chiang's friend, is expected to come up with the right answer. 
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Business executives —yes, and their 
secretaries—can accomplish so 
much more when an _ office is 
equipped with the Edison Electronic 
Voicewriter. Free to dictate speed- 
ily and whenever it’s convenient, 
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sive Ear-Tuned Jewel-Action 


‘‘tailor-makes" the dictator’s voice 


AUN: 


so that the secretary transcribing 


at her convenience hears every 


WU 


word... clearly and unmistakably. 
By avoiding costly, time-wasting 
errors, the secretary, too, is able to 
do more work. No other instrument 


matches Edison understandability . . . 


for only Edison has Ear-Tuned 


Jewel-Action. 





Phone “EDIPHONE" in your city, or write 
Thomas A. Edison, Incorporated, West Orange, 
New Jersey. In Canada: Thomas A. Edison of 


Only the EDIPHONE MAN brings you the ex- E 
Canada, Ltd., Toronto 1, Ontario. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 








An Iutewiew: 


‘POPULAR VOTE CLOSE, ELECTORAL VOTE 
HEAVY FOR DEWEY,’ SAYS GEORGE GALLUP 





EDITOR’S NOTE: We present in this issue anoth- 
er in the series of interviews with men prominent 
in the economic, social and political life of the na- 
tion. Dr. George Gallup, the noted expert on pub- 
lic-opinion polling, came to the office of U.S. 
News & World Report last week and was inter- 





rogated by a group of our editors. He discloses the 
substance of what has been found thus far by his 
1,400 interviewers in the current campaign and ex- 
plains the technique of public-opinion polling, es- 
pecially the difference between large numerical 
surveys and the sampling method. 


i 





Q Can you tell us whether you think this election is 
in the bag or not? 

A No election is in the bag until the votes are 
counted. Events have a great impact on political senti- 
ment and no one can predict events. We have found, 
on the other hand, that speeches and the usual type 
of campaign tactics don’t alter opinions very much, 
especially in the last two or three months. 

Q If war came, though, that would be a determin- 
ing event? 

A That’s true. If we should get into war or if any 
of the candidates were to make rash statements it 
might change things—so it’s never safe to count on 
any election as being in the bag. 

Q You think it’s worth while to continue polling, 
then, right straight up to the end? 

A Right. And I think it serves another function. I 
have the old-fashioned opinion that pollsters should 
stand up and be counted. We need to know how ac- 
curate we are, and the public needs to know how 
accurate we are. So it’s my opinion it isn’t fair to our- 
selves or to the public not to go through and not to 
produce final figures. -, 


Trends in the Campaign 

Q With respect to this campaign, what would you 
say has emerged so far in the way of trends, principles, 
or basic factors—geographically or otherwise—the dif- 
ference between the East and the West, city and 
country, etc. 

A The most important factor, I think, would be 
that the Republican victory isn’t going to be of the 
overwhelming proportion that a good many people 
have been led to believe. One poller has compared 
1948 with 1936. Believe me, it is going to be nothing 
like 1936—it’s going to be much more like 1944 and 


1940. It’s going to be a race in which the electoral vote 
may be heavy on the side of the Republicans, but the 
popular vote will be reasonably close. That means that 
when you get down to the senatorial and congressional 
levels there is going to be a real fight. 

The present election is different from the last five 
in that we have two important splinter parties—Wal- 
lace, who currently gets around 4 per cent or 5 per cent 
of the vote in the States where it counts most. The big 
industrial States have been going Democratic by mar- 
gins of about 52 per cent to 53 per cent. In 1940, a shift 
of 4 per cent of the vote would have carried every on 
of the big Northern States between New Hampshire 
and North Dakota for the G.O.P. In 1944, States like 
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New York went Democratic by 52.5 per cent, Pennsyl-), 


vania by 51.5 per cent, Illinois by 51.5 per cent, and 
you can go right through the big industrial States— 
New Jersey by 50.5 per cent. Wallace cuts into the 
Truman vote where it really matters most. 


Effect of Thurmond Candidacy 


Now, in the South, Thurmond is the regular Demo- 
cratic candidate in South Carolina, Mississippi. 
Louisiana and Alabama. He will likely get a majorityf 
in most, if not all, of these States. The 38 electoral 


votes that he is likely to get in the South represet'f 
» Tace an 


nearly as many electoral votes as there are in all Nev 
England. So you can see the present difficulties of Mtg 
Truman. In the past, those States were always in tt 
Democratic candidates’ column. We start usually by 
putting them in the “sure” Democratic column. 

Q How about city vs. country? 

A If you analyze carefully the 1946 congressionél 
elections, you will see that most of the Republicat 
gains came in the large cities. You will find that in tht 
farm States west of the Mississippi—Iowa, Nebraska 
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5 Worle! Report 


“| wholly disapprove of what you say but will 
defend to the death your right to say it.” 


VOLTAIRE 
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ae] 
|} Minnesota, the Dakotas and the others—the Demo- 
the cratic candidates for Congress actually polled more 
his |} votes in 1946 than they did in 1942. 
ex | 
es- | Prosperity's Aid to Democrats 
cal The Republican trend in the farm area was flattened 
out in about 1940 or 1942. I think that these years of 
prosperity for Midwest farmers have unquestionably 
e--if helped the Democrats. Most farmers never dreamed 


they would have as much money as they have had in 
-al vote § these last few years. f 

but the That’s a factor in this election. I think you will see 
that in the farm areas west of the Mississippi the 


ins that ‘ 
ssional § Democrats will lose the least ground. 

Q Does it mean, then, in the East, where labor is 
st five § strong, that the trend will be toward the Republicans? 


—_Wal- A It is true that the biggest Republican gains are in 
er cent the big industrial States—New Jersey, Michigan, 
Phe big Pennsylvania, New York. The cities of this country 
have been voting about 60 per cent Democratic. The 


yy mar- ; , 
vies: figure for cities over 100,000 shows that in no election 
acy onef since Roosevelt came into office has the vote gone un- 
npshire der 60 per cent. Today that vote has dropped to about 


tes likep 42 per cent. 
Q And your poll on AF of L and CIO that you had 





ennsyl-} 

nt es this year showed that a change had taken place from 
wie Sot 1944 on those? 

ato the A Yes. A very reliable poll conducted by the Phila- 


delphia Bulletin shows a very substantial Republican 
victory in Philadelphia. And I would guess that that 
will be true in most of the big cities. The chief feature 
g of the election this year is going to be the Demo- 
| cratic losses in the big cities where the labor vote is 
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sissippi, 
ajority | concentrated. 
et ' Q What do you think 1s the relationship between 


preset the facts you have gathered on the presidential 
sll Newp, 780@ and the facts on the Senate and congressional 


“of Mee taces? . 

inte A We don’t have the staff or machinery to do both 
ally bj jobs so we have to concentrate on the presidential poll. 
‘— But if you will examine the presidential vote in the 


- | States where Senators are coming up for election this 
essional fall, you will find that in a good proportion of those 
ublicat States Truman is ahead. A strong Republican candi- 
in the date can elect a congressional candidate of lesser 


braske popularity. It so happens that most Senators coming 


Republican victory won‘t be overwhelming—War could change the trend— 
Campaigning has little effect on the ballots, for minds usually are made 
up before the spceches begin—analysis of pollers’ methods and results 


up for election this fall are from States which are 
Democratic. It’s one of those accidents of fate which 
this year works against the Republicans. 

Q I wonder whether the national political conven- 
tions aren’t more influenced by the polls than they are 
by the primaries? 

A I’m afraid I can’t answer that definitely. The 
primaries are notoriously bad in reflecting rank-and- 
file sentiment. On the other hand, I would seriously 
question whether polls influence delegates very much. 
In 1940, Dewey was far ahead, up until May 10. On 
May 10, 1940, the Germans marched into the Low 
Countries. The people of this country had a rude 
awakening when they first discovered the real strength 
of the German Army. Dewey’s following declined 
rapidly. Apparently the people just didn’t want to 
turn the country over to a 38-year-old man at this 
critical point. Willkie, on the other hand, boomed 
upward. 


War's Influence on Voters 

If the war had been over in 1944, Dewey would 
probably have been elected. But in September, 1944, 
when the Germans made their stand at Aachen, the 
public became convinced that the war would last 
another year and such chance as Dewey might have 
had went glimmering. That’s why I said earlier, events, 
and not campaigns, really change opinions. 

Q If war should hit now, that would be an event, 
wouldn't it? 

A Yes, and I think the outcome of the election 
would depend upon how the people appraised Tru- 
man’s ability to handle the war situation. It could 
work both ways. 

Q It would depend upon which one they had con- 
fidence in? 

A Yes. Unquestionably, the people had confidence 
in Roosevelt. Every poll we ever took showed that 
voters—even Republicans—thought that Roosevelt 
could handle the world situation better than their own 
candidate. 

Q We have had a theory here that nine cities, 
strategically located as they are in certain States—Los 
Angeles, St. Louis, Chicago, Milwaukee, Cleveland, 
Detroit, Boston, New York and Philadelphia—if they 

(Continued on page 36) 














were preponderantly one way—Democratic, let’s say— 
with the Solid South, they would swing the election 
to the Democrats. Have you come across that pat- 
tern? 

A No, but it makes sense. 

Q We conducted a survey four years ago on that 
basis and it came out perfectly. We applied it first in 
1936, and it came out. 

A Well, the chief difference between 1944 and today 
is the decline in Democratic strength in these major 
cities. The most effective political machines are in the 
cities. 

For instance, we could make a good case that the 
Democratic machine in the city of Chicago accounted 
for 300,000 extra votes in the 1944 election. 

Q You mean fraudulent votes? 

A Perhaps not through fraud, but through party- 
machine pressure. Party workers are told to “deliver 
the votes or else.” That isn’t 
exactly fraudulent, but it 
certainly represents strong- 
arm methods. 

Q That was enough in 
1944 to swing Illinois. 

A One of the limitations 
of polling is that we cannot 
take such methods into ac- 
count. If the machine vote in 
all cities of the country 
accounted for by one party 
exceeded that of other 
parties by 1,000,000 votes, 
that would bring an error in 
our forecasts of 2 per cent. 
That’s just one more head- 
ache for those of us in the 
polling business. 

Q What is your experience 
in connection with this: 
Some political experts say 
the campaign doesn’t change 
the vote. What do you 
think? 

A I would agree. Cam- 
paigns typically are won be- 
tween elections. The politicians of this country have 
built up the theory that the people live in a sort of 
mental vacuum during the three years and eight 
months between campaigns. That, of course, is 
ridiculous. The people are making up their minds all 
the time. Every act of Congress, every event, is having 
its influence on opinion, which means that the public’s 
views are pretty well established by the time the 
campaign starts. I would not say that campaigns 
aren’t necessary, because they probably help to keep 
in line the people who have made up their minds. 
But it does seem to me that, in the future, smart 
political strategy would be to spend part, if not most, 
of the money that is spent during a campaign, in the 
in-between years. 





GEORGE GALLUP 


Q What is your answer to the commonly expressed 
comment of many people that they have never been 
interviewed by any public-opinion poll? 

A That is a question that comes to us more often 
than any other, and it’s the hardest phase of polling 
for the layman to understand. But, once you explain 
it, it usually becomes clear. The plain fact of the 
matter is that, if we polled 10,000 persons every week, 
it would take us about 180 years to get around once 
to the people over 21 in the population. 

I have told this story many times. Two or three 
years back the wife of a lawyer in New York City 
asked me why she hadn’t been interviewed. So I told 
her just exactly what I told you and added that the 
chances of her grandchildren being interviewed 
weren’t too good. After I told her this, she said, “Well, 
I still don’t understand why I haven’t been inter- 
viewed.” So I said, “Your chances of being interviewed 
actually aren’t much better 
than your chances of being 
struck by lightning.” At 
which point she wheeled 
back and said, “But I have 
been struck by lightning.” 

Q Then, you do not make 
so-called straw-vote polls, 
do you? 

A The Literary Digest 
sent out, in 1936, 12,000,000 
ballots and I think received 
back about 2,500,000. They 
registered the greatest error 
in the history of polling—19 
per cent. So that’s a pretty 
good demonstration that ac- 
curacy isn’t a function of the 
size of the sample. Most peo- 
ple think that the more per- 
sons you poll, the more ac- 
curate you will be. Now we 
know that, after you have 
interviewed let’s say a mini- 
mum of 2,000 persons, ac- 
curacy is almost entirely de- 
pendent upon the selection 
of people to interview. After you have interviewed say 
2,000 persons in a particular week’s poll, you can go on 
to interview 4,000 or 8,000 or 10,000 or 100,000, but you 
will find that—after the first 2,000—the figures weren't 
changing except by very small amounts. 

Q The selection of your sample, then, is the para- 
mount thing? 

A Yes. In the selection of the sample lies the art 
and science of polling. 

Q What are the basic factors in the selection of the 
sample? 

A In the selection of a cross section or sample you 
have to be sure that you have properly represented 
every group making up the voting public. You have 
to be sure that you have the right number of farmers 
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and city people, old and young, rich and poor. And, 
of course, you must have the right number of persons 
from each geographical area. 

If the State of Iowa, for example, casts 2 per cent 
of the total vote of the nation, then you have to 
represent Iowa to that extent. If 35 per cent of the 
people in Iowa live on farms, you have to be sure that 
35 per cent of your sample is made up of farmers. 
And even in the case of farmers, if half of the farmers 
are renters, then half of your farm interviews should 
be made with renters and half with owners. 

Then there is the matter of getting the right number 
of people in the towns and in the cities. Next you have 
to have the right number of persons by ages, because 
age is a determining factor. You have to have the 
right number of people by the different educational 
levels. Furthermore, you must have the right propor- 
tions by income, by religion, and by union member- 
ship. 


What Pollers Know About You 


But all those things can be tested. On every ballot 
we ask the people we interview about 15 questions 
regarding themselves—how they voted in the last 
election, what their occupation is, do they have a 
telephone, do they have an automobile, what’s their 
age, how far they went in school, etc. 

Q When you finally get these facts, how do you 
finally get this 52 per cent for a certain State, for 
instance? 

A After care has been exercised to see that each 
group is properly represented, it is simply a matter 
of assembling the figures. 

You can set up a sample that is designed to be a 
true cross section of all the people who conceivably 
might vote. Such a cross section would embrace about 
90,000,000 adults today. But, in the first place, we 
know that even in a national election not more than 
60 per cent of this number will vote. So we have to 
eliminate the nonvoters from our cross section. In 
congressional years, we have to eliminate almost two 
thirds of those people, because, for instance, in 1946 
only 34,000,000 people voted. Most errors in polling 
today come about because of the low turnout factor 
and because of the relative inaccuracy of present-day 
methods in sorting out the people who are going to 
take the trouble to vote, from those who won’t. In 
this election, for example, a normal turnout would be 
58,000,000 voters. 

Q Out of 93,000,000 over the age of 21? 

A Yes. But present indications, based upon the 
New York registration figures, are that only 47,000,000 
will probably vote. That gives the Republicans an 
advantage in most areas. That’s why the Republicans 
nearly always gain in off-election years. 


Education as Spur to Voting 


Q Why is that—because the educated groups are 
more likely to vote? 
A Yes, educated groups are more likely to vote. 


About 80 per cent of the people who have had college 
training vote. About 60 per cent of the people who 
have had high-school training go to the polls in presi- 
dential elections, and about 40 per cent of the people 
who have not gone beyond grade school. Since educa- 
tion and income are highly correlated, we know that 
the Republicans have an advantage when the total 
vote declines because those with grade-school educa- 
tions are less likely to get to the polls. 

Q Have you any idea how many people are away 
from home, either because they are traveling or for 


_some other reason—what percentage that is? 


A We figured once that at any given time about 
5 per cent of the voting population of this country is 
ill—maybe not bedridden, but ill enough to stay at 
home. And I would say that an additional 10 per cent 
of all voters will be away from home. 

Of course, that question is not very realistic because 
in at least two countries, Australia and the Nether- 
lands, voting is compulsory. If you don’t vote in these 
countries you are fined. 

Q How high is the percentage of voters in Australia? 

A Oh, I think it is about 95 per cent. They are very 
tough about it in Australia and most of them do 
vote. 

I have often thought that compulsory voting here 
might be one way to give the Democrats a tremendous 
advantage. If everyone in this country voted, it would 
be hard to elect Republicans. 


Prevalence of Democrats 


Q That’s not purely a Roosevelt phenomenon? 

A No, it’s simply the fact that the great bulk of the 
people in the lower income levels are Democrats. A 
lot of it is due, of course, to the South, where the 
voting ratio is far, far below what it is in the North. 

Q Does Congress tend to follow trends of opinion 
revealed by polls? What about the °46 polls on the 
labor question—the Taft-Hartley bill? 

A Well, the principles of the Taft-Hartley bill 
have been favored generally by labor people them- 
selves. As a matter of fact, labor legislation would 
have been introduced as early as 1938 if Congress 
had followed the will of the people. For many years, 
of course, because the Democrats had control of 
Congress they pigeonholed legislation curbing labor. 
Looking back over the 13 years that we have been 
polling the country, I would say that Congress 
eventually carries out the will of the people but the 
public is usually ahead of Congress. 

Q You could influence them greatly. 

A Well, we like to think of ourselves merely as 
reporters of public opinion. We are not interested in 
influencing anyone. 

Q But polls must have some influence? 

A If you talk to Congressmen, they probably would 
tell you “no.” It is a fact that no major legislation 
has been passed in recent years that the people 
haven’t approved long before Congress actually got 
around to it. 
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CARCELY MORE THAN half the persons 
S old enough to vote are expected to vote 
in the election November 2. 

If all persons old enough to vote did 
vote, 93,000,000 would cast ballots. Ac- 
tually, no more than 47,000,000 are ex- 
pected to vote. This will be one of the 
lowest votes, in proportion to eligible vot- 
ers, in the nation’s history. Back in 1940, 
more than 50,000,000 votes were cast. If 
the same voting interest was shown in 
1948, more than 58,000,000 votes would be 
cast in the coming election. 

A low vote, experience indicates, is fa- 
vorable to Republican candidates—in Sen- 
ate and House contests as well as in a pres- 
idential contest. Why this is so is explained 
in the interview with Dr. George Gallup 
on page 34. 

The Pictogram shows the causes that 
will operate to keep people away from 
the polls. 

Indifference will be the major cause of 
a low vote. The prospect is that more than 
24,000,000 adults will stay away from the 
voting booths on November 2 because 
they feel no particular urge to vote. The 
low registration of voters in New York is 
a pre-election measure of voter indiffer- 
ence in 1948. Many people apparently do 
not care enough for any of the candidates 
to express a preference. 

The poll tax and other voting restric- 
tions will keep 7,700,000 persons at home 
on election day. Most of these potential 
voters reside inthe 11 Southern States, 
where the actual vote is customarily only 
a fraction of the population of voting age. 

Illness and other physical disabilities is 
the third chief reason why many voters 
will not vote. A fair estimate is that some 
4,700,000 persons of 21 vears and older will 
be bedridden, hospitalized, or similarly 
kept away from the polls on election day. 

Travel will keep some 3,400,000 voters 
away from their homes on election day 
and, consequently, away from polling 
places. In this group are truck drivers, 
railroad workers, salesmen, businessmen 
and people traveling for pleasure. 

Illiteracy is estimated to keep 2,800,000 
possible voters from casting ballots. Some 
of these people will be barred from voting 
because of literacy tests. Others just won’t 
vote. 

Residence requirements will keep 
2,000,000 from voting. This is the number 
expected to be ineligible because they 
have not established voting residences. 
Residence also takes the vote from about 
375,000 citizens of Washington, D. C. 

About 165,000 in the armed forces and 
500,000 in institutions will not vote. 

Altogether, of the 93,000,000 persons 
old enough to vote, there are 46,000,000 
who are not expected to vote. 
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Reg. U.S. Pat. Off. 


Dr. Karl Compton, New Co-ordinator of U.S. Military Research: 








A Scientist Equally at Home With a Bowling Ball or the Atom 


> Dr. Karl T. Compton is taking over the 
job of gearing this country’s scientific re- 
search to defense. Dr. Compton succeeds 
Dr. Vannevar Bush as Chairman of the 
Research and Development Board of the 
military services. 

His job primarily is to keep ahead of 
other nations in military research, upon 
which defense of the U.S. rests. To do 
this, he will direct the spending of $572,- 
000,000 a year on programs that range 
from developing guided missiles and bac- 
teriological weapons to delving into basic 
problems of physics and chemistry. In 
dozens of colleges, universities and in- 
dustrial laboratories, military research 
constitutes most of the research now go- 
ing on. Dr. Compton’s fund is topped 
only by the $600,000,000 a year being 
spent on atomic energy. 

Atomic energy, as such, is outside of 
Dr. Compton’s bailiwick. Development in 
this field is the exclusive concern of the 
Atomic Energy Commission. But, since 
atomic research is concerned chiefly with 
the atomic bomb, the military is kept 
abreast of developments. 

The new Chairman is no stranger to 
his job. With Dr. Bush and_ other 
scientists, he helped to organize the war- 
time Office of Scientific Research and 
Development, which brought order into 
and gave supervision to the task of devel- 
oping new His special task 
during the war was to mobilize “combat” 
scientists to handle spot problems on 
the battlefield. 


weapons. 





DR. COMPTON 
To keep ahead—$572,000,000 a year 
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BELOW-ZERO RESEARCH 
The RDB’s job—dovetailing projects into a master plan 


The RDB. The setup that Dr. Compton 
takes over is far different from the or- 
ganization—or lack of it—that figured in 
prewar military research. Scientific plan- 
ning for war was haphazard and more 
competitive than co-operative. Industry 
went its way. Universities went their way. 
And the separate branches of the armed 
services conducted only casual research, 
with little money and less co-operation. 

Now, with money and organization, the 
Research and Development Board can 
dovetail all research projects for each of 
the services into one master plan. For the 
first time in peacetime, one office has au- 
thority to examine all such development 
programs, decide which projects get pri- 
ority and which service gets the job of 
carrying them out. Disputes that arise 
among the services are settled by the 
Board that Dr. Compton now heads. 

The atom bomb, while handled sepa- 
rately, must be fitted into the pattern that 
Dr. Compton is to shape. Reason is that 
RDB’s job is to “prepare a complete and 
integrated program of research and de- 
velopment for military purposes.” The 
atom, obviously, cannot be omitted from 
the over-all program. 

Dr. Compton’‘s experience, in fact, 
makes him a specialist on atomic develop- 
ment. He was a major figure in the origi- 
nal group that started the atomic-bomb 
project. He also had a hand in developing 
the proximity fuse, which made shells ex- 
plode automatically when they neared 
their target; radar, the superdetecting 





device; the bazooka, which stopped tanks, 
and the “duck,” a seagoing truck that 
solved problems of military movement. 

To all these problems, Dr. Compton 
brought the talents of both an expert 
scientist and a skilled administrator. He 
has had a brilliant career as a physicist, 
working on cosmic rays, atomic fission, 
photoelectricity, X-rays and many other 
subjects. In 1931, he received the Rum- 
ford Medal, one of the world’s major scien- 
tific honors, for his work in spectroscopy. 

Administrator. Dr. Compton also has 
headed the Massachusetts Institute of 
Technology, one of the country’s out- 
standing training centers for scientists, 
for the last 18 years. In that post, he di- 
rected the reshuffling of curricula so as 
to give scientific students a wider back- 
ground in social and economic problems, 
and M.I.T.’s course in engineering and 
business administration is regarded as 
one of the best in the country. 

Betore going to M.I.T., Dr. Compton 
also had achieved fame as a teacher. He 
taught at Princeton University, Reed 
College in Oregon and the College of 
Wooster in Ohio. He has been a summer 
lecturer in physics at the Universities of 
Michigan, Chicago and -California, and 
at Cornell and Columbia. His abilities as 
scientist, teacher and administrator have 
won him honorary degrees from 23 col- 
leges and universities. 

Personality. There is little of the 
cloistered student in Dr. Compton’s per- 
sonality, however. At 61, he is robust 
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Hiawatha along the Mississippi 


Racing swiftly through ten midwestern and north- 
western states, The Milwaukee Road’s Hiawathas 
embody all that is fresh, different and delightful in 
rail transportation. 

During 1948 existing Hiawathas have been com- 
pletely re-equipped and new Hiawathas have taken 
to the rails. The improvement of these Speedliners 
and other trains is the outgrowth of the largest car- 
building program in Milwaukee Road history. 

As colorful and attractive as they are silent and 
smooth riding, the Hiawathas are the culmination 
of more than 13 years and 12 million miles of ex- 
perience in Speedliner operation. 

If you are planning a trip in the territory shown 
on map, relax on an orange-maroon-and-silver 
Hiawatha. H. Sengstacken, Passenger Traffic 
Manager, 708 Union Station, Chicago 6, Illinois. 
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INCOMPLETE COVERAGE 


No Insurance Program Designed a 


to Protect and Conserve Assets 
is Complete Without Credit Insurance. 















WHY MORE BANKS ARE RECOMMENDING 
CREDIT INSURANCE 
TO PROTECT BUSINESS PROFITS! 


An increasing number of banks are 
advising manufacturers and wholesalers 
to carry American Credit Insurance 
because their accounts receivable are 
extremely important assets . . . need 
protection at ALL times... but espe- 
cially NOW with the slowing down of 
payments and with business failures 
climbing. 

American Credit insures your business 
against unforeseeable events that can 
turn good credit risks into bad debt losses. 
That’s why manufacturers and whole- 
salers throughout the country ... in over 
150 lines of business . . . now have 
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American Credit policies which 
GUARANTEE PAYMENT OF ACCOUNTS 
RECEIVABLE. 


In addition to paying you in the event of 
customer failure, your American Credit 
policy also enables you to get cash for 
long past due accounts. You can insure 
one, a selected group, or all accounts 


If your accounts receivable are mot pro- 
tected, your insurance coverage is incom- 
plete. For information, phone the Ameri- 
can Credit office in your city, or write 
American Credit Indemnity Company of 
New York, Dept. 44, Baltimore 2, Md. 
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merican 
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PAYS YOU WHEN YOUR CUSTOMERS CAN°’T 


OFFICES IN PRINCIPAL CITIES OF UNITED STATES AND CANADA 
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People of the Weeks 


and strong. He takes time from his scien. 
tific and administrative tasks to camp in 
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the Maine woods, to play tennis or to § jp the 
bowl. , fought 

During the war he took on a night-and- BF trainin: 
day work load that would have foundered & when ( 


a less robust man. He commuted week § jation: 
ends from Washington to direct activities Inh 
of M.I.T. in Cambridge, Mass., the school he abl 
that he had mobilized for war. Tennis and nd d 
camping were forsaken during this period, § 
but Dr. Compton found time to bowl 
nearly every Thursday evening in Wash-  ganiza 
ington. He also picnicked now and then § gense c 
with his staff and on these outings played in this 
first base in staff baseball games. But 
Dr. Compton is a member of a dis- enough 
tinguished family. One brother, Wilson § fhtin: 
Compton, is president of Washington mebeia 
State College. Another brother, Arthur § jhose 
Holly Compton, is chancellor of Wash- [ s:my 
ington University, in St. Louis, and a Ff jon 
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FROM BLUEPRINT... 
Available: patience, diplomacy... 


winner of the Nobel Prize in physics. 

Their father was a professor of philosophy § And w 
of the College of Wooster, and _ their bill to : 
mother, Otelia Compton, was named tion, t] 
“Mother of the Year” in 1939. She also White 


was awarded a degree by Western Col- § and “il 
lege, Oxford, Ohio, for her achievements eight t 
as wife and mother. the Ho 


As RDB Chairman, Dr. Compton will mittee 


be familiar with the ways of Washington tactics” 
bureaucracy. He has served either part The 
or full time on Government boards for cessor 
years, and since 1940 he has been a founda 
member or chairman of more than 15 cess ji 
boards, commissions and committees howeve 
dealing with military problems alone. port h 


His most recent contributions have been fense, 


as chairman of the Joint Chiefs of Staff & occupa 
Evaluation Board on the Atomic Bomb, Dr. Co 
and as chairman of the President's Ad- out son 
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yisory Committee on Universal Training. 
In the latter post, he and his associates 
fought hard for a peacetime military- 
yaining program and were disappointed 
when Congress rejected their recommen- 
dations. 

In his new task, Dr. Compton also will 
be able to employ his talents of patience 
and diplomacy. He likes people, gets 
along well with associates, and is said to 
be able to operate a smooth-running or- 
ganization uncommonly well. A quiet 
sense of humor stands him in good stead 
in this type of job. 

But, when tact and diplomacy are not 
enough, Dr. Compton also can display 
fighting vigor. Dr. Compton is not likely 
to remain quiet when he disagrees with 
those above or below him. When the 
Amy destroyed Japan’s  cyclotrons— 
atom-smashing machines—Dr. Compton 
described the act as “utter stupidity.” 





-U. s. Signal Corps. nhaton 
... TO MODEL 
..and, if necessary, fighting vigor 


And when President Truman vetoed the 
bill to set up a National Science Founda- 
tion, the physicist commented that the 
White House action was “disappointing” 
and “ill advised.” He also was one of the 
eight top atomic scientists who criticized 
the House Un-American Activities Com- 
mittee for using “objectionable smear 
tactics” to the damage of the country. 

The choice of Dr. Compton as suc- 
cessor to Dr. Bush, thus, rests 6n a solid 
foundation of accomplishment. His suc- 
cess in furthering scientific research, 
however, will depend finally on the sup- 
port he gets from the Secretary of De- 
lense, an office that may have a new 
occupant next January. Chances are that 
Dr. Compton did not leave M.LT. with- 
out some assurance that he will continue 
in his new job, 
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... and both ends of the conversation 
will be recorded .. . by SoundScriber! 


Whether Moscow, U.S.S.R., or Mos- 
cow, Idaho . important telephone 
calls to or from anywhere may now be 
recorded on your SoundScriber . . . the 
electronic disc dictation equipment that 
leads the way in business communica- 
tions; that records your letters, reports, 
instructions, telegrams and memos on 
unbreakable, lightweight discs that are 
permanent records. ‘They're mailable, 
fileable and routable, too. 

Now...no more scribbled notes 
or fleeting recollection of what has 
been said . . . of delivery promises, price 
commitments, shipping instructions, 
specifications or other obligations. No 
calling your secretary to listen in or 


SoundScriber discs hold up 
to 30 minutes of dictation- 
are easily indexed, routed, 
filed or mailed. Radio-clear 
quality insures accurate 
transcription. Low first cost, 
lower operating Cost. 





take notes...no disturbing Ser basy 
program. For SoundScriber captures 
every detail... clearly and so dis- 
tinctly that both voices are instantly 
recognizable. And SoundScriber auto- 
matic Discopying makes duplicate ‘‘live- 
voice’’ copies as confirmation, right at 
your desk... only SoundScriber can 
accomplish this. 


Mail the coupon, today, for the 
informative booklet ‘‘Let SoundScriber 
Remember”’ . . . all about the service of 
SoundScriber Telephone Recording in 
your business. Your local telephone 
company will be glad to furnish full 
details about connecting SoundScriber 
to your telephone. 







* Tbe SOUNDSCRIBER CORP. 
New Haven 4, Conn. 


Send me information 











i 
JOUND/SCRIBER * | 
j 
Moher Address. j 
ELECTRONIC DICTATING AND RECORDING EQUIPMENT . 
To find out how SoundScriber applies City ] 
to your business, phone the nearest ; 7 


_ distributor, listed under N 
“SoundScriber”’ in your classified telephone 
directory. Or mail the coupon. 
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WHERE INDUSTRY’S PROFITS GO 


Less to Stockholders, More for New Plant 


Profits are at record levels. So 
are industry's outlays for new 
plants, new equipment. 

Stockholders’ dividends are 
rising in dollar volume, but are 
not keeping up with profits. 

Reason is that industry must: 
plow profits back to pay for im- 
provements. Equity capital is 
scarce. Reserves laid by for de- 
preciation are short. This poses 
problems for business. 


Any mystery about what is becom- 
ing of U.S. business’s record profits 
is dispelled by a glance at a report on 
the way industry is spending its 
money. Profits, in large part, are be- 
ing plowed back into business. 

Total spending by industry is close to 
record levels. Spending for new plants 
and equipment is at a rate far higher 
than in any period in the past. Yet some 
of the sources that used to provide money 
for business spending are drving up. 
Industry today is having to rely largely 
on earnings that once would have been 
paid out to stockholders. 

The accompanying table tells the story 
of the shifting postwar pattern of cor- 
porate financing. 

Spending by corporations is down 
only a little from the 1946 peak, when 
companies were racing to reconvert, 
build inventories and increase credit to 
customers. Where corporations spent 
$27,200,000,000 in 1946, it appears they 
will spend about $25,400,000,000 in 
1948. This estimate is based on reports 
for the first half of the year. 

Expansion and replacement of plant 
and equipment accounts for $16,800,- 
000,000 of the 1948 estimate. This is 
$5,200,000,000 more than in 1946, but 
is explained more by high prices than by 
the volume of improvement projects. 

Additions to inventories appear to 
be costing corporations $1,900,000,000 
less in 1948 than in 1946. Because of 
rising prices, the drop here is greater 
than the figures indicate. 

Customer financing by corporations 
is increasing now at an annual rate of 
about $1,600,000,000. This is less than 
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Trends in 
Corporate Financing 


1948 


(Annual rate 
first half) 


WHERE THE MONEY GOES: 


Spending on plant and equipment 
Additions to inventories 
Increase in customer financing 
Other spending 

Total 


Billions 





$11.6 
12 
5.4 
2.7 
27.2 


$16.8 
5.6 
1.6 
1.4 
25.4 


WHERE THE MONEY COMES FROM: 


Retained earnings 

Depreciation reserves 
* — Reductions in cash, federal 
i securities and other assets 
Increase in debt 7.9 
Stock issues 1.3 
Other sources 5 


2 Total 27.2 
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of anf, third of the increase in 1946, when 
of oyp.pitrade lines were being re-established 
after the war. 

Other spending has declined from 
$2,700,000,000 in 1946 to an estimated 
$1,400,000,000 in 1948. 

Thus, among the major categories of 
corporate spending, increases over 1946 
occur only in outlays for plant and equip- 
lant ment. There is no sign of an early con- 
traction in this field. Companies keep 
pushing these projects, trying to catch up 
on projects delayed during war. 

Paying the bills for these expenses 
is being done largely out of earnings that, 
byordinary prewar standards, would have 
gone to stockholders. 

Retained earnings in 1948, judged 
by reports for the first half, are to pay 
for $12,000,000,000 of corporate spend- 
ing. This is nearly two thirds of the esti- 
mated outlays for plant and equipment. 
In 1929, retained earnings paid for less 
than half of corporate expenditures for 
improvement of plant and equipment. 

Depreciation reserves are a real head- 
ache for business. On this, companies are 
hemmed in by tax laws, which limit the 
amount that may be deducted from tax- 
able profits to cover depreciation of equip- 
ment. The trouble is that these tax-free 
depreciation allowances are based on orig- 
inl cost of the property. At today’s 
prices, actual replacement costs may be 
two or three times as much as the de- 
preciation allowance. The result is that, 
at an estimated $4,800,000,000 in 1948, 
depreciation reserves will fall far short of 
the cost of replacing outworn or obsolete 
equipment. This is one reason why cor- 
porations must dip heavily into profits for 
improvement costs. 
Drawing on assets—cash on hand, 
Government securities and  others—fi- 
nanced a large portion of corporation 
spending immediately after the war. 
\ These sources produced $7,100,000,000 
jof the money that corporations spent in 
1946. Such assets, greatly reduced now, 

are expected to pay for only $800,000,- 

000 of outlays by cornorations this vear. 

Credit has been a major source of cor- 

poration financing since the war. Debt 

outstanding now is at an all-time high. 

Trade debt—that is, accounts payable 

to suppliers and others—may decline a 

little this year. This is indicated by figures 

for the first half. 

Borrowing from banks by corporations 
dropped off a bit in the first half of 1943. 
| However, this has picked up again since 
July, and banks’ business loans now are 
hitting new highs. 

Bond issues, growing in importance, 
are expected to produce $4,200,000,000 
for corporations this year. This compares 
with $1,000,000,000 in 1946. 

Mortgage loans to corporations in- 
gp teased $600,000,000 in 1946, and are 
expected to top that this year. 

Stock issues, on the other hand, are 
producing a diminishing proportion of 
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“CITY OF LOS ANGELES” 


Between 
Chicago « Salt Lake City » Los Angeles 


“CITY OF SAN FRANCISCO” 


Between 
Chicago » Ogden, Utah ¢ San Francisco 


“CITY OF PORTLAND” 


Between 
Chicago « Portiand » Tacoma « Seattle 


* * * 


Also daily Streamliner Service between Chicago-Denver 
.. . between St. Louis-Kansas City and West Coast 


UNION PACIFIC RAILROAD 
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“When The Maytag Company announced plans to build a new 
$5,000,000 factory to produce automatic type washers, solicitations to 
locate the plant in their respective communities were received from 
Chambers of Commerce all over the United States. But, after studying 
all the factors involved in the undertaking, we decided to keep our 
washer manufacturing operations in Iowa and the new factory is 
now under construction in Newton. 

“We have found Iowa an excellent place in which to do business. 
It is blessed by sound state government, a balanced agricultural 
and industrial economy, excellent transportation facilities, a 
healthful climate, good schools, fine recreational facilities and, 
above all, a population of wholesome, friendly people.” 


FRED MAYTAG II, President 
The Maytag Company 


Newton is one of many friendly Iowa communities in which indus- 
tries of national importance prosper. If your industrial program 


demands expansion, investigate the outstanding advantages pro- 























vided by the Hawkeye State. In addition to a central location 
convenient to the principal markets, Iowa offers a skilled labor 
supply, sympathetic government, and vast power and transportation 
facilities. Like the men and women at Maytag, you and your em- 
ployees will find Iowa a good place to live . . . enriched by parks, 


rivers and lakes with abundant room for gracious living. 


Iowa’s new official Trade Mark 
which identifies the fine prod- 
ucts of Iowa farms and factories. 














To interested executives this valuable reference book 
4 containing a complete picture of industrial opportunity in 
lowa is available upon request. Included are vital statis- 
tics on population, existing industry, agriculture, raw 


Write for your free copy now and see how you can profit 
by bringing your plant to IOWA! Address 778 Central 
National Bidg., Des Moines 9, lowa. 









materials, markets, transportation, and living conditions. — 











Special Report 


the money that industry uses for expay, 
sion. In 1946, stock sales were <ood fy 
$1,300,000,000. This year, if trends 9 
the first six months hold, stocks will pr 
vide only about $1,000,000,000. 

This is the thing that worries corpo. 
tion executives. Equity capital—that j 
money raised through stock  issues~\ 
short at a time when incomes, profi 
and spending are at record levels, } 
1929, stocks accounted for 62 per ceri 
of all securities issued by corporations 
Stocks made up about 43 per cent 4 
security issues in 1946, and dropped of 
to 26 per cent in 1947. This year, wit 
bond sales climbing and stock sales stil 
in the doldrums, stocks probably wil 
produce less than 20 per cent of total 
receipts from security issues. 

Other sources provided $500,000,00) 
in 1946, but are expected to produc 
$3,200,000,000 in 1948. This includes al. 
ditions to amounts due for taxes. Corpor. 
tions have the use of this money until i! 
is paid to the tax collector. 

A squeeze on corporations, thus, is 
developing at a time when profits ar 
rolling in at a rate never seen before. 

Depreciation reserves do not go fa 
toward paying for improvements. Liquid 
assets no longer provide an answer. Th 
public still shrinks from putting up 
equity money. This leaves just two majo 
sources of money: 

Borrowing is one. Corporations have 
drawn heavily on this source. However 
when they borrow money, companies 
create fixed charges for interest and te. 
payment. This could lead to trouble in 
event of a business setback. 

Retained profit is the other source 
The trouble here is that stockholders 
come out on the short end. This tends ti 
aggravate the trouble that corporations 
already have in raising equity capital. 
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Dividends over the years show what f 


has been happening. In 1929, stock 
holders got 69 per cent of after-tax profits 
This rose to 76 per cent in 1939. In 


1946, stockholders’ share was 44 per cent. f 


That dropped to 38 per cent in 1947, and 
it appears that dividends in 1948 will be 
cay about 36 per cent of profits. 
The solution, as many corporate e& 
ecutives see it, is in the tax laws. For one 
thing, it is widely urged that deprecia- 


tion allowances be made more generous. F 


For another, it is argued that dividend 
income should be given a break—that bs. 
relieved of taxation either at the corpora 
tion or the individual level. For still av- 
other, it is argued that individual taxes 
should be reduced again, especially in the 
upper brackets, to promote the incentive 
for risk taking by potential stock buyers 

However, the Government is operating 
under a tight budget. There is to be little 
room in 1949 for tax relief. A ready solt- 
tion for corporate financing is not in sight 
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Labor leaders are choosing 
sides for the political battles that 
lie beyond 1948. Democratic 
Party, as of now, gets the nod. 

Henry Wallace's party will get 
little support. Walter Reuther 
wants a new third party, but most 
other union heads refuse to go 


along. 

Most Republicans, even when 
in control of the Government, 
will stay on labor's black list 
because of the Taft-Hartley Act. 


Labor’s political support as a whole, 
assuming a Republican victory in No- 
vember, will continue to go to the 
Democratic Party. The idea of form- 
ing a new third party gets little back- 
ing from most labor leaders. Efforts, 
instead, will be concentrated on mak- 
ing the Democratic Party a real 
farmer-labor party. 

Walter Reuther, president of the CIO 
United Auto Workers, is the chief advo- 
cate of a third-party movement, one free 
from all connection with Henry Wallace’s 
Progressive Party. But Mr. Reuther is 


| making little headway with his proposal 


rs 
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Opposition of Most Leaders to Reuther Plan 





—International 


ClO’‘S KROLL & MURRAY 
. .. the Democratic ties are still strong 


among other CIO leaders. Philip Murray, 
CIO president, for example, believes la- 
bor will be most effective in promoting 
its cause by staying within the framework 
of the Democratic Partv. 
Republicans, as matters stand, can 
expect littie support from labor as long 
as they advocate legislation of the type 
of the Taft-Hartley Act. Most labor lead- 





... for their prospectus, some cool looks 
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ers who normally back the Republican 
ticket, with the exception of John L. 
Lewis, have withheld endorsement of 
Thomas E. Dewey and other Republican 
candidates because of the party’s support 
of the Taft-Hartley Act. Mr. Lewis and 
his union of coal miners are backing Mr. 
Dewey, despite their opposition to the 
Taft-Hartley law, more because of bit- 
terness toward the Truman Administra- 
tion than because of any love for the Re- 
publican candidate. The majority of un- 
ions are supporting only candidates who 
favor repeal of the labor Act, a price Re- 
publicans generally are not willing to pay. 
Consequently, this issue will continue to 
be a lively one until such time as the 
law is modified to suit the labor people. 

The Progressive Party of Henry 
Wallace will be no more attractive to 
most union leaders after the election than 
before. If it survives, which many doubt, 
the support it gets from labor will con- 
tinue to be limited to left-wing unions. 

Mr. Reuther’s proposed party, 
likewise, will be shunned by a majority 
of labor leaders, but for different reasons. 
The prospectus for this party, issued by 
Mr. Reuther and Emil Mazey, secretary- 
treasurer of the Auto Workers, speaks of 
Government operation of “necessary pro- 
ductive capacity,” if private enterprise 
fails to expand enough to suit Mr. 
Reuther and his followers. 


Old-line labor leaders, such as the 
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The Underwood V/A LLC Typewriter 


Made Oodor for Youn Scot 


eZ 
</<* Make your secre- 
~\ Pot tary very happy 
4\ & mie 3 h : a 
|| Se . .. With a new 
i 
As a Underwood All 


Electric. 

It has the convenient time-saving 
features she’s always yearned for... 
the accuracy and fatigue-saving ad- 
vantages of electrical operation. 

On the Underwood All Electric, you 
simply “play” the keys . . . lightly! 
Electricity does the work. 

Imagine how easy it is! Electric Key- 
board. Electric Back Spacer. Electric 
Shift Key. Electric Shift Lock and 
Electric Tabulator. 

Even the Carriage returns at the 
touch of a key... and sets itself 
ready for the next line. And wait ’til 
you see your letters! 

Pretty as a picture. Impressions uni- 
form. Characters prefectly in line. 
All carbons clear, neat, legible. Every 
letter . . . better! 

Give your secretary the opportunity 
to turn out the best work she’s ever 
done .. . with an Underwood that’s 
made to order for her. Call your 
local Underwood representative to- 
day . . . for a demonstration. 


FAST! When typing, your busy hands 
never leave the keyboard. The electrically- 
controlled keyboard saves you finger travel, 
hand travel .. . eliminates fatigue. 


EASY OPERATION! 
Form-fitting key tops en- 
courage an easy rhythm 
of finger movement over 
the keyboard . . . there- / 

fore better letters, with minimum effort. 
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BEAUTIFUL WORK! The 
Underwood All Electric 
assures even spacing be- 
tween characters ... 
clean-cut, uniform im- 
pressions ... not shaded or blurred. 


— 
Sy & 
MANY CARBONS! Not pay: (SS 
only original letters, but < we 
carbon copies are sharp Se) 
and clear. You can make fore 
as many as 20 of themata light finger touch. 


Underwood Corporation 
Typewriters Adding Machines 
Accounting Machines . . . Carbon Paper 
Ribbons and other supplies 
New York 16, N. Y. 


Underwood Limited A 
Z5 


135 Victoria St. Sx. 


Toronto 1, Canada 


One Park Avenue 


Sales and Service Everywhere 
© 1948 
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miners’ John L, Lewis and heads of some of w 
of the more conservative AFL union; Lewi 
consider the Reuther ideas too socialistic § Tur 
For that reason, they want no part of hi tryin 
proposed party. They feel also, as dP tactic 
CIO’s Philip Murray and Jack Kroll, tha expec 
labor will lose what influence it has po. f out u 


litically if it turns to a third-party move. Ati 


ment that would be ineffective in elec. B Lewi 
ing anybody. cinna 
ClO’s Political Action Committee, f Repu 


headed by Mr. Kroll, has been too closely § over 
allied with Democratic politics in regen} tion ; 
years to break away for a third party. § js Ser 
It would lose much that it has won, § close 
PAC claims to have taken over th All 
Democratic Party machinery in som 


States, and, in so doing, has helped t =, 
elect many friends of labor. peri 

John L. Lewis, in campaigns of the } he us 
future, can be expected to continue ti arty 
go it alone, regardless of CIO and AFL rd 


attitudes toward candidates. Although 
a Republican personally, Mr. Lewis does 
not hesitate to throw his support t HC 


Democratic candidates if they are mor ' 
friendly to his views than Republicans | 

His present attitude is a case in point 

He is bitterly opposed to President Tru. 
man, has openly denounced him in strong A 
language before his union’s current con- becor 
vention, yet the union is supporting six J 4 
Democratic senatorial candidates. nies 
Mr. Lewis is principally concemed by 
with supporting candidates who will vot made 
to modify or wipe out the Taft-Hartley gece 
Act. He also wants to head off any at § °™ 
tempts to amend the law to outlaw a 2 
industry-wide bargaining, a practice in Re 
which Mr. Lewis specializes. royalt 
A new coal strike, if it comes next $100, 
summer when the miners’ contract ex- Ex 
of me 


another 


pires, probably will result in 





























—Ha is & Ewing 
JOHN L. LEWIS 
Out of the millions of dollars... 
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injunction against the union regardless 
of who sits in the White House. Mr. 
Lewis, t!:srough his violent attacks on Mr. 
Truman for invoking injunctions, may be 
trying to scare off Mr. Dewey from such 


0 | tactics next year, but Mr. Dewey is not 
roll, that F 


expected to allow a coal shutdown with- 
out utilizing the powers in the Act. 

Attacks on Congress made by Mr. 
Lewis at his union’s convention in Cin- 
cinnati included 30 condemnations of the 
Republican leadership and a listing of 
over 50 Republicans marked for opposi- 
tion at the polls. One of those attacked 
is Senator Irving M. Ives, of New York, 
close ally of Governor Dewey. 

All of this adds up to the prospect that 
a separate labor party will not get far in 
this country in the next few years. Ex- 
perience now being gained, however, may 
be used as a basis for organizing such a 
party in event of a depression at some 
future date. 


HOW WELFARE FUND 
IS AIDING MINERS 


Reported from CINCINNATI 


A preview now can be had of what 
becomes of the money that is paid into 
a union’s social-security fund, if it has 
one. The first official accounting of the 
United Mine Workers’ welfare fund, 
made public at the union’s biennial con- 
vention, tells a story of benefits running 
to millions of dollars that have been re- 
ceived by miners. 

Receipts of the fund, drawn from 
royalties on coal mined, total about 
$100,000,000 a year. 

Expenditures are running at a rate 
of more than $60,000,000 a vear. They 





JOSEPHINE ROCHE 


+».acomplete medical program 
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From Nothing to Nine Million 
—in Nine Years 


N= YEARS AGO two men had an 
idea. Why not install coin-operated 
washing machines in apartment house 
basements? For as little as twenty-five 
cents, housewives could wash nine 


pounds of laundry automatically. 


The two men, Eugene R. Farny and 
Arthur W. Percival, decided to work 
through apartment house owners or 
individuals, who would buy and oper- 
ate the machines independently. Some 


financing was needed. 
t 


Farny and Percival came to the 
Bank of Manhattan. Funds were ad- 
vanced—our first transaction involved 
$421. The two men then formed the 
Telecoin Corporation to carry on the 


business. 


In 1943, the two men had an even 
bigger idea. “W hv not.’ they asked, 





“WHITE Monpay;?’ 1948 














Bank of the Manhattan Company 


NEW YORK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





“BLUE MonbAy?’ 1939 


“install machines in lots of twenty or 
more at central points to which com- 
munity housewives could come for self- 
service laundry?” Why not? Today, 
Launderette self-service stores can be 
found in most of the major cities 
across the country. And the business 
that nine years ago began with an idea 
and $421 from the Bank of Manhattan 
now grosses $9,000,000 a year! 


Imaginative banking creates more 
than loans and interest. It helps make 
jobs...we welcome sound ventures 
which serve not only our borrowers 
and our depositors but which benefit 
the people of our community, 
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| phe a big step forward in progressive 
railroading ... Erie’s installation 
of 4-way radio-telephone on 347 miles 
of its main line; with 537 more miles 
soon to be under way. 


Traditional methods, such as hand 
signals and walking the tracks now 
give way to the instant communication 
of radio-telephone. With radio, Erie 
conductors can talk to the engineer (and 
vice versa) while the train is in motion. 
In any weather, train crews of moving 
trains can talk with each other, or 
with wayside stations, just as easily 
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.»»-Mark of PROGRESS in Railroading 
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radio-telephone on Main Line 


as you use your telephone at home! 


This is another example of Erie’s 
forward-looking policy ... finding 
better ways to provide safe, depend- 
able transportation for both passengers 
and freight. 


Erie 


Railroad 


Serving the Heart of Industrial America 
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will be stepped up considerably as the 
program expands. 

Pensions in the first month of the re. 
tirement program cost $1,715,509. This 
includes retroactive payments to many 
retired miners. Checks went to 1,993 
miners up to October 4. An additional 
3,000 applications are pending and the 
number is expected to rise considerably. 
Pensions for the first 5,000 to apply will 
cost $6,000,000 a year. Retroactive pay- 
ments raised the average for the first 
month’s checks to more than $860, 

Other payments total about $40. 
000,000. These include distress benefits 
to needy families and death benefits of 
$1,000 paid to survivors of miners. Cur. 
rently, these benefits, outside of pensions, 
run about $5,000,000 a month. 

Grand total of disbursements from 
the welfare fund is given as $41,804,794 
up to October 4. This figure includes 
money distributed from the 1946 welfare 
fund set up during a period of Gover. 
ment operation of the mines. No figures 
were issued on the net balance now in the 
combined welfare funds, 

A medical program just announced 
by Miss Josephine Roche, director of the 
union’s welfare fund, also will be financed 
out of the $100,000,000-a-year royal- 
ties. The ultimate aim of the program is 
to provide medical care for the 400,000 
soft-coal miners and their families, 

Full-time physicians soon are to be 
assigned by the fund to each mine dis- 
trict, to start the program functioning, 
These physicians are to see that adequate 
hospital and medical facilities are avail- 
able in each area. When the program is 
fully operative, miners will be able to 
obtain hospital and medical care for 
themselves and their families. 

Financial operations of the union it- 
self, also reported to the convention, show 
what a big business this union is. 

Money on hand, including invest- 
ments, totaled $13,184,854 on July 1, ex- 
clusive of the union’s welfare fund. 

An operating loss of more than 
$300,000 in the first six months of this 
year was reported. Receipts amounted 
to $3,377,240 and expenditures were 
$3,680,275 in this half-year period. 

Higher dues were proposed by of- 
ficers to put the union on a sounder oper- 
ating basis. Mr. Lewis suggested that the 





—, 


members pay dues of $4 a month, in ff 
> ment, | 


stead of the present minimum of $1.50 
a month. The union has about 600,000 
members. The increase in dues would 
raise more than $14,000,000 of additional 
revenue a year, but much of this would 
remain in local unions. 

Initiation fees also would be raised, 
under Mr. Lewis’s recommendation, from 
$10 to $50. All miners are required to 
join the UMW within 30 days after tak- 
ing jobs covered by the union’s contract. 
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NO-STRIKE OUTLOOK 
IN RAIL DISPUTE 


Railway wage talks now are entering 
the showdown stage, following the break- 
up of negotiations by 16 nonoperating 
mions and three groups of operating 
personnel. A settlement without a strike, 
however, is expected to be had within 
a matter of months. The following is the 
situation : 

Nonoperating unions, representing 
about 1,000,000 workers, have failed to 
reach an agreement with the railroads, 
despite intervention by federal mediation 
officials. These workers include shop- 
craftsmen, maintenance crews, clerks and 
others. They are asking for a 40-hour 
work week in place of the present 48- 
hour schedule, but with no reduction in 
take-home pay. Other demands include 
a 25-cent-an-hour pay increase. Total 
cost of the demands is estimated by 
railroad officials at about $1,500,000,000 
a year. 

The unions rejected a proposal that 
the dispute be left to settlement by a 
panel of arbitrators. Next step is to refer 
the controversy to an emergency board, 
whose findings will be recommendations 
and can be rejected by either side. This 
procedure probably will take from three 
to four months. 

Three operating unions also failed 
to settle with management in direct 
negotiations. They are the Firemen, 
Engineers and Switchmen, representing 
about 125,000 employes. These unions 
tried to strike last spring but were 
stopped by injunction. Later, they took 
the same 15}4-cent-an-hour raise accepted 
earlier by other unions in the industry. 
Present negotiations are over the third- 
round demands. 

A pattern for settlement may have 


| been provided for these three unions and 


for the nonoperating groups by an agree- 


| ment negotiated recently by two other 


operating unions. These groups, the 
Trainmen and Conductors, accepted a 
l0-cent raise as a third-round payment. 


| This figure was rejected by spokesmen 


for the other three operating unions, 
however. They accused A. F. Whitney, 
Trainmen, of “playing 


ment, prior to the election. 

Despite rejection of the 10-cent figure 
at this stage, the other unions may be 
forced to take this as a pattern, Fact- 
finding boards in the railroad industry 
usually apply the same raise across the 
board for all unions. In the end, the 
unions are expected to take something 
like the 10-cent figure rather than risk a 
‘trike that might result in bringing 
stronger regulation of unions in the in- 
dustry, 
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Cash in on CLIMATE 






































































Stop your annual pay-off to winter! Eliminate forever costly 
overhead and other profit-taking factors resulting from snow, ice and 
freezing temperatures. Make your move to Florida! ...Cash in on 
Florida’s calendar-round, mild climate in all of these important ways! 


No interruption of peak production 
schedules, and no transportation 
delays because of winter weather. 


SY Lower construction costs. Buildings 


need not be winter-proof. 
Reduced maintenance and 

” depreciation on both plant and 
equipment. 


Less absenteeism due to winter ills. 
vi Maximum number of man-hours 


per year. 


Higher human efficiency because 
employees live better, feel better, 
work better in the Florida sunshine. 


the warm sands. Rest! Relax! Catch 
a sailfish or a big bass. Follow 
your tee shot down palm-fringed 
fairways. Swim in the bluest, 
clearest waters you ever saw. 
Enjoy thrilling spectator events. 
Take a sightseeing trip around the 
state. See ALL of Florida. While 
you're “cashing in” on Florida 
sunshine personally, you'll realize 
how beneficial it can be to your 
business--whether you establish a 
main or branch plant, distribution 
or administrative offices. 


And FLORIDA gives you more 
than a dividend-paying climate! 
You'll benefit by favorable taxes, 
abundance of raw materials, 
ample power and water, excellent 
transportation, growing local and 
Latin American markets, 
cooperative communities and 
suitable plant sites in every section 
of the Sunshine State. 


Come to Florida for a well-earned 
vacation this winter. Get the feel 
of Florida sunshine. Stretch out on 






COME T0 


MAIL THIS COUPON TODAY! 


State of Florida, 774 Commission Building 
Tallahassee, Florida 












Please send me new, free, 48-page, full-color booklet: 
“Florida, The Sunshine State.” 


Name. 





Street and No. 
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City 






(Please print name and address clearly) 
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Plan for revamping Govern- 
ment financial agencies, pro- 
posed by Hoover Commission ex- 
perts, is meeting opposition from 
bankers, some federal officials. 

Idea is to make Federal Reserve 
System a_ full-fledged central 
bank. FRB, would go under Treas- 
ury. Comptroller of the Currency’s 
office would be abolished. 


A plan to overhaul the financial 
agencies of the Government, placing 
new powers in the hands of the Fed- 
eral Reserve Board, is under study by 
the Hoover Commission on Govern- 
ment reorganization. Details of the 
plan can be reported now, despite 
official efforts to keep it under wraps. 

The proposal, submitted by a Com- 
mission study group headed by G. L. 
Bach, a professor at Carnegie Institute of 
Technology, does not yet have the ap- 
proval of former President Herbert 
Hoover and other members of the Com- 
mission. As it now stands, the plan is 
not likely to become law, even if the full 
Commission does propose it to Congress. 
However, the ideas offered by the Bach 
report are important in that they show 
the direction of thinking among some 
of the reorganization experts. 

What is proposed, basically, is to 
make the Federal Reserve System a full- 
fledged central bank, owned and con- 
trolled by the Federal Government. 

Federal Reserve Banks would come 
into federal ownership. The stock of these 
12 institutions, now owned by the 7,000 
member banks, would be bought by the 
Government. 

Federal Reserve Board would be re- 
duced from seven members to five. One 
of these five would be the Secretary of 
the Treasury, the effort here being to get 
closer liaison between FRB and _ the 
Treasury. Thus, three of the seven present 
members of the Board would have to go. 

FRB‘s powers over the supply of 
money and credit would be expanded. 
The authority of the Federal Reserve 
System’s Open Market Committee would 
be transferred to the Board itself. This 
Committee buys and sells federal se- 
curities in the market as necessary to ex- 
pand or contract the money supply. It is 
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Reg. U.S. Pat. Off. 


SHIFT OF FINANCIAL POWER? 


Suggested Overhaul of Federal Agencies 


composed of the seven members of FRB 
plus the presidents of five Federal Re- 
serve Banks. 

Bank examination, now done by 
three federal agencies, would be taken 
over entirely by FRB. Under the present 
system, FRB examines its member banks, 
the Federal Deposit Insurance Corp. ex- 
amines insured banks, and the Comp- 
troller of the Currency examines all 
national banks. Thus, there is overlap- 
ping on a wide scale, which the study 
group wants to eliminate. 

Office of the Comptroller of the Cur- 
rency would be abolished. Its functions 
would pass to FRB. Or, as a second 
alternative offered by the study group, 
the bank-examination functions of the 
Comptroller’s office would go to FRB, 
with the Comptroller remaining in the 
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THE FEDERAL RESERVE BOARD 


Seated: Marriner §. Eccles, Thomas B. McCabe, Chairman, M. S$. Szymczdk 
Standing: R. M. Evans, Ernest G. Draper, James K. Vardaman, Jr., Lawrence Clayto" 





Treasury as an authority for chartering 
banks. 
FDIC, now an independent agency, 
would go under the Treasury. Having 
lost its authority to examine banks, j 
would remain only as the administrato 
of a trust fund for deposit insurance, 
Other proposals being considere 
by the Hoover Commission include these 
An Economic Policy Council, to op 
erate in the Executive Offices of the 
President, is suggested by the Bach te. 
port. Function of this group would be t 
“co-ordinate” policies of the various fed. 
eral agencies in the economic field, | 
would have no_ operating authority 
Members of the council would be the 
Secretary of the Treasury, Secretary of 
Commerce, Secretary of Agriculture 
Secretary of Labor, Director of the 
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THE NATIONAL CITY BANK 


OF NEW YORK 


Head Office * 55 WALL STREET + New York 





Condensed Statement of Condition as of September 30, 1948 


Including Domestic and Foreign Branches But Not Including The Affiliated City Bank Farmers Trust Company 








ASSETS 

Cash, Gold and Due from Banks. . $1,547,041,050 
United States Government Obligations (Direct 

or Fully Guaranteed). . : be 1,584,583,351 
Obligations of Other Federal eal De dale ward 20,569,603 
State and Municipal Securities.......... 263,166,196 
Other Securities. Sra 78,822,061 
Loans and Rittieeiin. a rae Cori aia we Binator aces 1,349,605,149 
Real Estate Loans onal Seusition. et ee rete 2,731,430 
Customers’ Liability for Acceptances..... 21,217,081 
Stock in Federal Reserve Bank.......... 7,200,000 
Ownership of International Banking Corpora- 

tion. CPSU hc ERNE OC ae ree 7,000,000 
Teenie Mhensiens. ee SEO TRE TE DO eee 27,843,118 
CiE Oi NSO ra eal sia sare odio s ene sce wre siwanarewiens 2,661,774 





pS ee ee ee ee ee ee eT $4,912,440,813 





LIABILITIES 
Deposits. . .... $4,567,484,131 
(Includes U.S. War Loan Deposit $45, 046, 431) 
Liability on Acceptances and Bills. . $35,172,348 
Less: Own Acceptances in Port- 
HONG... 3 o.5- coises vce « LOS739,479 24,432,869 
Items in Transit with ‘renshes. i 6,864,553 


Reserves for: 
Unearned Discount and Other Unearned 
Income...... 8 sf 5,757,388 


Interest, Tames, Other Accrued ‘Sxpenses, etc. 29,247,090 
JOG Co RA AT a BP 2,325,000 
Capital. . eA Nahe ra ia .. .$ 77,500,000 
Surplus. <..... 6 bese gee: BOZSORCCe 
Undivided Profits. 36,329,782 276,329,782 


$4, 912, 440, 813 


Figures of Foreign Branches are as of September 25, 1948. 


$320,142,528 of United States Government Obligations and $737,230 of 
other assets are deposited to secure $216,951,291 of Public and Trust Deposits 
and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 


(dn Dollars Only— Cents Omitted ) 





DIRECTORS 


WM. GAGE BRADY, JR. 
Chairman of the Board 


W. RANDOLPH BURGESS 
Chairman of the Executive 
Committee 
HOWARD C. SHEPERD 
President 


SOSTHENES BEHN 
Chairman, International 
Telephone and Telegraph 
Corporation 

CURTIS E. CALDER 
Chairman of the Board, Electric 
Bond and Share Company 

GUY CARY 
Shearman & Sterling & Wright 

EDWARD A. DEEDS 
Chairman of the Board, The 
National Cash Register 
Company 

CLEVELAND E. DODGE 
Vice-President, Phelps Dodge 
Corporation 

A. P. GIANNINI 
Founder-Chairman, Bank 
of America National Trust 
and Savings Association 

JOSEPH P. GRACE, JR. 
President, W. R. Grace & Co. 


JAMES R. HOBBINS 
President, Anaconda Copper 
Mining Company 

AMORY HOUGHTON 
Chairman of the Board, 
Corning Glass Works 

ROGER MILLIKEN 
President, Deering, Milliken & 
Co. Incorporated 


FREDERICK B. RENTSCHLER 
Chairman, United Aircraft 
Corporation 

GERARD SWOPE 
Honorary President, General 
Electric Company 

REGINALD B. TAYLOR 
Williamsville, New York 

ROBERT WINTHROP 
Robert Winthrop & Co. 
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of Morgan Grenfell § Co. 


Loans and Bills Purchased..... 


J.P. MORGAN & Co. | 


INCORPORATED 
| NEW YORK | 


Condensed Statement of Condition September 30, 1948 


ASSETS 
Cash on Hand and Due from Banks ......... 
United States Government Securities.. 
State and Municipal Bonds and WNotes....... 
Stock of the Federal Reserve Bank........... 
Other Bonds and Securities (including Shares 


Morgan § Cie. Incorporated). 


| Accrued Interest, Jccounts Receivable, etc... 


$178,292,943.68 

251,945,523.78 

15 393,535.28 
1,200,000.00 ~ 


Limited and 
13,050,415.81 
157 123,300.99 
2,312,400.11 | 





Official Checks Outstanding 


Member Federal Deposit 





Pee RIS REL OWE. 5.20 icrd dey ea heals ae ats w SoS 3,000,000.00 
Liability of Customerson Letters 
of Credit and Acceptances $8,003 042.44 
Less Prepayments .......... 31,695.11 7 971,347.33 
$530,289, 466. 98 
LIABILITIES 
DEDOGHE isis oschiswewws oor $546,851,041.92 | 
Accounts Payable, Reserve for Taxes, etc.... 6,060,609.67 | 
| Acceptances Outstanding and Letters of | 
VGH ARSED .d85.5:56.6 sicerniga snide Saswiesie 8 003,042.44 
Capital............ peters oases pit Mereraatelots ; 20,000,000.00 | 
| SRE MNRD. cis Sisiois 5-019, s15)0at8' 9.8.6 SIO Meese Memes esos 20,000 ,000.00 


Undivided Pronts. occccsicccvivecias 


United States Government securities carried at $27 
| statement are pledged to qualify for fiduciary powers, to secure 
| public monies as required by law, and for other purposes. 


Member Federal Reserve System 


10,261,648.09 —$557,112,690.01 


19,113,124.86 


$630, 289, 466. 98 





048,519.25 in the above 





Insurance Corporation 




















‘|CHA NGES OF ADDRESS 


OWN COMFORT 





MODEL 66 


Harter’s executive posture chair is designed 
to fit you personally and perfectly. Easy 
hand-wheel adjustments of seat and back 
give you complete control of your own com- 
fort. Foam rubber cushions. Mohair fabric 
or corrected top grain leather upholstery. 
FREE BOOKLET —’’Posture Seating Makes 

Sense” tells all about Harter posture chairs. ) 


Write for your free copy. Harter Corpor- 
ation, 410 Prairie Ave., Sturgis, Michigan. 


ARIE R 


STURGIS, MICHIGAN 
POSTURE CHAIRS + STEEL CHAIRS 
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43s Parker Avenue 


FOR HOME COMFORT 


Notice of change of address should be sent 
not less than two weeks prior to the date 
change becomes effective. Send the ad- 
dress at which copies are now being re- 
ceived and the new address at which you 
wish to receive copies. 


U.S. News & World Report 


Circulation Department 
Gaytee 1, 


Ghle 








They are designed for various 


applications requiring the 
control of pressure, temper- 
ature, liquid level and 


mechanical operation. 


—— 


MERCURY SWITCHES 


Consult Mercoi 
information on the entire line 


i catalog for complete 


SCHAN TWIaLSNGNIYOS 


A copy will be sent upon request. 


THE MERCOID CORPORATION 
4205 BELMONT AVENUE + CHICAGO, ILL. 








Ginance Week 





el 
Budget, Chairman of the Federal Re. 
serve Board, Housing Admiiistrato, 


Governor of the F Farm Credit Admini 
tration and Chairman of the Reconstry. 
tion Finance Corp. 

Lending agencies of the Govcrnmen 
under proposals submitted by another ¢ 
the Commission’s study groups, woul 
be regrouped, so that the number 4 
such agencies would be reduced ftoy 
26 to 10 or less. 

Opposition to some of these pp 
posals, especially those dealing with ye. 
organization of the financial agencies, 4. 
ready is being heird. 

The Treasury, Comptroller of the Cy 
rency and F DIC, called upon for com- 
ments, have attacked the plan. 

The Federal Reserve Board does no 
oppose it, but points out that it has noi 
asked for the additional authority sug 
gested by the Bach report. 

State banks, having heard of the plan, 
are lodging their objections. Some see it 
as a first step toward federal supervision 
of all banks. Those that are not member 
of the Federal Reserve System object 
especially to the idea of giving FRB au. 
thority to examine them. Their fear is thai 
FRB soon would seek the same power 
over nonmember banks that it now has 
over member banks, including the power 
to set minimum reserve requirements, 

The plan is sure to run into stiff op- 
position if it ever reaches Congress. 

A compromise, in the form of i 
long-range study of financial policy, wil 
be a more likely solution if the issue comes 
up in Congress. Thomas E. Dewey, a 
President, probably would be inclined to 
favor such a study. The idea was pro- 
posed recently by Winthrop W. Aldrich, 
board chairman of the Chase National 
Bank of New York. Mr. Aldrich suggested 
the creation of a Monetary and Credit 
Commission to study money and bank 


ing issues and to recommend legislation § 


to Congress. To this could be added thi 
duty of recommending changes in thi 
organization of the financial agencies. 


LONG FIGHT AHEAD 
IN GIANNINI CASE 


The clash 
serve 
ing and industrial empire of A. P. Giat- 
nini is being hauled out into the open a 
last. Public hearings, 


between the Federal Re 


Giannini’s hold- 
orp., COl- 
violation 


question of whether Mr. 
ing company, Transamerica ‘ 
stitutes a banking monopoly in 
of federal law. 


The complaint was issued quietly b 


FRB last July after a long investigation 
by FRB and the Justice Department 
Now, at Transamerica’s request, FRB has 
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made the complaint public and opened 
the doors to its hearings in the case. 

Behind the case, as FRB’s complaint 
points out, is the fact that Transamerica 
owns or controls 46 banks, operating 
598 branches in California, Oregon, Ne- 
vada, Arizona and Washington. One of 
these is the Bank of America, biggest 
bank in the country. 

In addition, the vast holdings of Trans- 
america include such businesses as home 
fnancing, various kinds of insurance, 
fsh processing and selling, and manu- 
facturing of agricultural implements, en- 
gines, castings and forgings, oil-well 
machinery and other products. 

FRB’s complaint involves only the 
bank holdings of Transamerica. The 
corporation is charged with having 
spread out so widely that its operations 
“tend to create a monopoly” in the bank- 
ing business. The complaint suggests that 





BANKER GIANNINI 
...No precedents 


a a 


/ Transamerica may be ordered, after 


hearings, to dispose of major portions of 
its bank holdings, including the Bank 








of America. 

A long road is ahead, however, for 
any such attempt by FRB. Mr. Giannini 
would be sure to fight the order through 
the federal courts. He can take any FRB 
order in this case to a U. S. circuit court, 
| and finally to the Supreme Court. 
| . This whole process, including the pub- 
| lic hearings, could drag out for years. 

This is the first bank monopoly case ever 

brought by the FRB under the authority 

given it by the Clayton Act. There are no 
§ Precedents for either FRB or the courts 
0 go on. The whole issue of the position 
of banks under antitrust laws must be 
fought out. The end of Mr. Giannini’s 
empire is not yet in sight. 
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...the Crow 
that was praised by 
Daniel Webster 





ANIEL WEBSTER had a way with words, a 
legion of friends and a taste for fine liquor. 

And when, in 1837, “a great ovation and public 
dinner” was given him in Kentucky near the site 
of James Crow’s distillery, ample samples of all 
were in evidence. 

Certainly one may hazard the historical guess 
that Webster’s friend, Col. Crow, was on hand. 
And Col. Crow’s whiskey. For had not Mr. 
Webster declared Crow's bourbon “the finest 
whiskey in the world’’? 

He had indeed—and that highest of compli- - 
ments has been paid repeatedly to the straight 
Kentucky goodness of Old Crow from that day to 
this by thousands of other discriminating drinkers. 

Today, as during the past century, those in 
the know ask for Old Crow. 


Kentucky Straight Whiskey * Bourbon or Rye * 100 Proof * Bottled in Bond 
National Distillers Products Corporation * New York, N. Y. 














A avertising in U.S. News & World Report is 
news ... the management staffs, the production staffs, 
the men of science, engineering, sales, distribution, 
finance, transportation—these men are cover-to-cover 
readers because they must keep informed on national 
and international trends. 


U.S. NEWS & WORLD REPORT 


H. L. Behlke, Director of Advertising 
30 Rockefeller Plaza, New York 
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AND 


FOOTWEAR 





in the HOMETOWN MARKET 


Apparel sales exceeding five hundred million dollars 
annually are made by Hometown stores of the 11 
Western States, outside the 6 largest cities. These pur- 
chases are influenced principally by the advertising in 
Hometown Daily Newspapers. Maximum coverage 
and readership make Hometown Daily Newspapers a 
decided first choice by sales-conscious advertisers. 
90 per cent of the total circulation of all daily 


newspapers in the Western States is confined to 
the trading zones in which they are published. 
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For complete information write to 


Hometown Daily Newspaper Publishers -2001 Beverly Bivd., Los Angeles 4, California 








SPRINKLERS. | 


; FIREMEN EVERY TEN FEET \| 


Lower Production Cost—The tremendous 
FIRE waste in America is an overhead 
charge on production. It is an unfair burden 
on our manufacturers who are now com- 
peting for world trade. 

GLOBE Sprinklers eliminate the FJRE 


menace. Let them protect your buildings. 
GLOBE AUTOMATIC SPRINKLER CO. 
New York, Chicago, —r* .  Oitlees in nearly all principal cities 
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Reading the news of national and 
international affairs at home each 
week is the regular practice of 807% 
of the readers of this magazine. 
Important advertisers are quick to 


cash in on the advantages of such 


an opportunity. 





U.S. News & World Report 


Advertising Department 


30 Rockefeller Plaza, New York 20, N. Y. 








YOU CANNOT, as an_ employer, 

safely threaten to close down you 
plant if a union “moves in” and organizes 
your workers. The National Labor Rela. 
tions Board rules that one employer, }y 
making such a threat, illegally interfered 
with the rights of his employes to o- 
ganize. 


* * * 


YOU CAN probably collect under a 
cost-plus-fixed-fee contract for ex. 
penditures approved by the Government 
contracting agency, even though the 
Comptroller General objects to the pay- 
ment. A federal district court holds that 
a contractor is entitled to reimbursement 
for legal fees and certain charitable con- 
tributions, which were approved under 
his Navy contract, despite objections 
raised by the Comptroller General, 


* * * 


YOU CANNOT, in making the ip- 

come tax return of a corporation, ex- 
pect to avoid treating as taxable gain 
the amount realized by buying at les 
than face value the company’s bonds that 
are actively traded in an open market. 
The U.S. Tax Court decides in one case 
that such a transaction resulted in ta. 
able income. 


* * * 


YOU CAN soon make bids at public 
auction sales to buy surplus war 
plants from the Government. The War f 
Assets Administration announces plans 
for sale at auction of some remaining J 
plants. Real estate auctioneers are invited 
to apply to regional War Assets Admin- 

istration offices for permission to handk 
these sales on a commission-plus-expenses 
basis, , 
P 


* * * 


YOU CAN, as an employer, some 


times have your top executives maki 








antiunion speeches to your employe 
prior to a collective- a — 
without violating the Taft-Hartley : 
NLRB finds that one company ee not 
acted improperly by having key official 
visit the company’s drugstores to expres 
opposition to a union. The Board point f 
out that union spokesmen were given i § 
simultaneous chance to talk to employe 
during working hours, 


* * * 


YOU CANNOT always refuse to atbi- 

trate a dispute with your employes 
union representatives after your contrat g 
with the union expires. The Appellate Di 
vision of a State Supreme Court upholds 
a lower court’s decision that expiration 0! 


U. S. NEWS & WORLD REPORI 
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What you as a businessman CAN 
and CANNOT do as a result of federal 


court and administrative decisions 


an employer’s union contract does not 
remove the employer’s obligation to arbi- 
trate a dispute that arose when the con- 
tract was in effect. 


YOU CAN count on the Govern- 

ment supporting the prices of hogs if 
the market prices for hogs that you pro- 
duce drop below certain levels. The De- 
partment of Agriculture announces that 
it will support hog prices at levels rang- 
ing from $15.25 to $17.50 per 100 
pounds until next March 15. 


* * * 


YOU CAN probably take an income 

tax deduction for the full amount 
of your loss on worthless loans to a 
company that you, with other stockhold- 
ers, organized and operated. The U.S. 
Tax Court rules in one case that such a 
loss was fully deductible as a bad debt. 


YOU CAN get suggestions for a sim- 

plified record-keeping system for 
retail stores from a booklet just issued by 
the Department of Commerce. The publi- 
cation, entitled “Record Keeping for Re- 
tail Stores,” may be bought for 10 cents 
from the Department’s field offices or 
from the Superintendent of Documents, 
Washington 25, D.C. 


* * * 


YOU CANNOT always count on an 

informal agreement, worked out by 
you and your workers’ union with the aid 
of NLRB field agents, to protect you 
against an unfair-labor-practice ruling by 
the Board. NLRB finds that one employer 
had engaged in unfair practices both be- 
fore and after such an agreement with a 
union, 


* * * 


YOU CAN perhaps obtain some steel 

and iron scrap from supplies in 
Germany. Under an American-British 
agreement, the State Department an- 
nounces that U. S. industries will be per- 
mitted to buy 500,000 tons of this metal. 
A private company may be set up by the 
scrap-metal industry to arrange for buy- 
ing and importing this steel and iron 
scrap. 





Conclusions expressed in these paragraphs 
are based upon decisions and rulings of 
courts and Government bureaus. In making 
their decisions, courts and bureaus consider 
many facts which, for reasons of space, can- 
not be set forth in detail. U.S. News & 
Wortp Report, on written request, will 
refer interested readers to sources of this 
basic material. 
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Napoleon chose 





All Courvoisier Cognacs bear this registered phrase 


sq g COU 


RVOISIER 


Today, discriminating people 


] 
all over the world choose 





Courvoisier Cognac tor its 
matchless flaver and aroma. 
Noticeably unique flavor 
Unchanging quality 
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REMARKABLE PRODUCTION RECORDS ACHIEVED 








BY USE OF THE CITIES SERVICE “HEAT PROVER” 


A free analysis of your heating op- 
erations to determine exactly how 
much efficiency you are getting from 
your fuel is yours for the asking. A 
Cities Service Combustion Engineer 
can tell you the whole story quickly 
and accurately in one 
examination. Using the 
Cities Service “Heat 
FREE: Write Cities 
Service Oil Company, 
Sixty Wall Tower, 


Room 238, New York 
City, N.Y. 





Prover,” he will show you how much 
fuel is wasted unburned...how much 
is wasted in heating excess air. 

This instrument tests industrial 
furnaces of every type, regardless of 
the fuel used. It can also be used for 
diesel and gas engine exhaust anal- 
ysis. Write for a free demonstration. 
No obligation. 


CITIES @) SERVICE 


QUALITY PETROLEUM PRODUCTS 
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+tow well de yuk know the Empire State 2 


AS A‘MARKET Be ¥ AS A SOURCE OF SUPPLY 










1. Expanding your business? Relocating? Your greatest mar- 2. No other market place equals N. Y. State’s variety of sup- 
ket, in people and wealth, is New York State. Do you know ply. Raw materials, professional services, storage—here’s a 
how much of the nation’s population lives within 500 miles bonanza for buyers. How many of the U.S. A.’s 446 indus- 
of N. Y. State’s boundaries? 20%() 40% () 50%() tries are represented here? oC.) 2250) 422¢) 


FOR ITS LABOR AND ITS TRANSPORTATION 


70 ANYWHERE 


FAST/ 








3. New York has more skilled labor than any other state—a 4. To move supplies or products, New York manufacturers 
factor if you’re planning a branch plant. As for man-days enjoy 63,965 miles of improved highways, 907 miles of in- 
lost through strikes, how does New York’s record compare land waterways, 22 airlines. What’s your guess on how many 
with the nation’s? Better ( ) Worse ( ) Same ( ) railroads serve New Yorkers? de'€ )} “4b-€)} 21¢) 


AS FOREIGN TRADE Ha | aga \ as FOR ITS WELCOME TO BUSINESS 








5. Insurance, banking, harbor and warehousing facilities make 6. Every business is different—we cannot possibly cover, here, 
the Port of New York a “natural” for importers and exporters. all the facts you want to know. For the answers to any 
How much of the nation’s er ge cag through New York questions about New York State, write: Commissioner, 
State Customs Districts in 1947? %() 28%() 47%( ) Dept. of Commerce, Room U10, 112 State St., Albany 7, N.Y. 


ANSWERS : 


1. About 50% of the population of the U. S. A. 2. 422. 
3. Five-year average is 42% better. 4. 41—with 7,639 miles 
of track. 5. New York State handled approximately 50% 
of the nation’s imports and exports. 





pPNEW YORK | . 


cies means business 






Trend of American Business 


o 
24th and N Streets, N.W. 
Washington, D. C. 
Scattered signs of weakness in some prices and in some industries are not 





now regarded as indicating any general downturn in output or business activity. 
Commodity-price declines are not likely to go much further. Most of them 

are in farm commodities, and farm prices are near the Government support level. 
Meat-price declines in recent days are viewed as seasonal. Meat is not ex- 








pected to become much cheaper until supplies increase late next year. 





¢ Markdown sales in retail stores are spreading, but that's viewed more as a 
return to competition among sellers than as a sign of general weakness. ~ Trade 
— is about as large as a year ago. It's just that supplies are more plentiful. 


These "soft spots" in the business picture are causing some businessmen to 
() wonder if the postwar Spree is nearing an end. There is not much solid basis 
for pessimism yet. Production, over all, promises to rise still more. 


Bas Iron-and-steel industry continues to be booked to capacity. 

Automobile industry plans to make all the cars it can for another year. 

Building activity gives almost no indication of any serious letdown. 

It is a truism that depressions do not occur when activity is high in 
steel, automobiles and building. Continued high production also is indicated 
for most other hard-goods industries, machinery, metal products, lumber. 

The production outlook is presented in more detail on page 2l. 














down at once--spending by business for expansion, spending for new homes, spend-. 
ing by Government. There is no sign yet that spending for any of these activi- 
ties is due for early decline. So there is no sign of depression--yet. 


, A severe business setback is not likely to occur until three elements turn 


any Business problems just ahead are likely to be specific, not general. 
Pricing methods of industry are confused by Government prosecutions. 
Credit expansion is beginning to create a lot more controversy. 
Material shortages, particularly in steel, are not easing in the least. 
Each of these problems will demand attention from the next Congress and the 
next Administration. They are likely to create more excitement than over-all 
policies that deal with inflation or depression, boom or bust. 











Pricing policy by industry is confused by two recent official stands. 
Basing-point prices are suspect whenever they result in uniform prices 
among competitors in any area. That's established by the Supreme Court decision 

in the cement industry. It led to abandoning of basing points for steel. 
Nonuniform prices by any producer also are suspect when one customer appears 

to get a price advantage over another customer. That principle is upheld by the 

Supreme Court in some corn-products cases and in a salt case. It is being 








ere, pressed against soap companies by the Federal Trade Commission. 
we: Upshot of these official policies is that businessmen believe that f.o9.pb. 
LY. pricing--pricing at the production point--is the only safe method. FIC authori- 


ties say this isn't true, that businessmen are needlessly fearful. But Senator 
Capehart, head of the Senate Trade Policies Committee, thinks business has a 
point. He plans to investigate the situation rather extensively. 


” i 
Outlook is for some action by Congress to advise business what prices are 
. legal and what are not. Businessmen, however, should not expect full freedom in 
(over) 
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TREND OF AMERICAN BUSINESS-~(Continued) 
Setting prices. Antitrust laws still are too popular to permit that. 


Steel shortage is not to get much more treatment now from the Government. 

Voluntary allocations apply on freight cars, oil tanks and tankers, factory- 
made houses, furnaces, barges, hard coal, atomic energy, the military. 

All told, these programs get about 500 , 000 tons of steel a month. Tha is 
approximately 9 per cent of the total output of finished steel. 

Commerce Department now hesitates to extend the program. Allocation law is 
scheduled to expire next February 28 and officials don't want new burdens. Re- 
sult is that pending applications for steel allocations are being put off. 








Applications for steel allotments that were postponed include these: 
Terminal and bulk oil-storage tanks--16,000 tons a month. 
Bituminous-coal-mine maintenance--31,000 tons of steel a month. 
Mining-machinery production--47,800 tons of steel a month. 

Gas-pipe-line extension in Tennessee--25,000 tons of 22-inch pipe. 

Rejected applications came from storage-tank builders, manufacturers of 
baseboard radiation, steel doors, pressed-steel plumbing fixtures. 

These recent actions indicate that Commerce is not going to approve any 
more steel allocations until Congress acts. The only recent approval was for 
10,000 tons of steel for shipbuilding during next January and February. 

Chances are, however, that Congress will extend steel allocation in some 
form before next February 28. Rising military demands probably will force it. 

















Credit-control issue is becoming an increasing source of controversy. 
Pegged prices for Government bonds are getting more criticism. This is 
the policy of the Federal Reserve Board to hold Government bond prices at par. 
Interest rates tend to become pegged when FRB buying holds up prices of 
Government bonds. The yield on Governments is kept at 2% per cent. 
Cheap-money policy, thus, is perpetuated at a time when the Government is 
concerned about inflation. Critics think money should be made more expensive. 
Antagonists in the argument are the Treasury and insurance companies, with 
most bankers tending to side with Treasury. Treasury doesn't want. to make it 
more costly to carry the public debt. Banks fear that an unpegged bond market 
might lead to panic dumping. Insurance companies want more valuable money. 














Another complaint is that FRB bond buying adds to inflation in this way: 

Insurance companies and other investors sell Government bonds to FRB. 

Bank reserves increase when FRB writes checks to pay for the bonds. 

Bank lending base thus expands, encouraging banks to loan more money. 

The policy of buying bonds offsets the deflationary effect expected by 
requiring higher bank reserves. For instance, banks have just been required to 
add $1,900,000,000 to reserves, and bond buying in the last six weeks has been 
almost as great, with many of the bonds being sold by nonbanking holders. 

Settlement of this issue, however, is likely to be left to Mr. Dewey. 











Rent control is another issue that will come before Congress again. 

Rent ceilings imposed by federal order are due to expire on March 3l. 

Congress is by no means certain of extending federal rent controls. The 
House, particularly, is cool toward keeping any controls that can be dropped. 

Prospect is fair that control of rents may be turned over to States. In 
any event, the trend in rents is likely to be upward next year. 








Tax reduction probably can be put down as hopeless for next year. Budget 
outlook is not likely to permit lower taxes if Government books are to balance. 

Tax changes in the year ahead are likely to be confined to changes in the 
administration of tax laws. That may benefit some people, but only a few. 

Taxpayers might just as well expect years and years of high levies. 
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The Norfolk and Western Railway recently was awarded the coveted 
Harriman Memorial Gold Medal for making the outstanding safety record 
among the large Class I railroads of the United States in 1947. 

The N. & W. and its 23,000 employees are sincerely proud of this high 
honor. They are doubly proud of their record of progress in safety and 
accident prevention, because it has made this a safer railroad on which to 
work, a safer railroad on which to travel, and a safer railroad on which to ship. 

Winning the Harriman Medal in 1947 — in 1940 — in 1938 — and in 1926 — 
did not ‘‘just happen’”’ to the N. & W. These safety achievements are the 
results of many years of practical, intensive safety education, the employees’ 
belief in and practice of safety, and their cooperation with one another and 
with the management, plus sound operating methods and the investment 
of millions of dollars in a consistent program of modernization for a safer 
transportation plant. 

To the Norfolk and Western and its employees, safety is the first law of 
good railroading. Therefore, winning the highest award in railroad safety 
is another stepping stone for members of the Norfolk and Western Family to 
greater progress in safety —an inspiration to work harder to make this a 
better and safer railroad in the service of the public. 


During the ten years, 1938-1947, inclusive, the N. & W. carried 29,810,817 
passengers a total of 4,167,112,620 passenger miles without a single fatality 
to a passenger in a train accident. In employee safety, during the same 
period, the casualty rate was 4.25 per million man-hours worked, which was 
60°; below the national average. 
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INDICATORS OF BUSINESS ACTIVITY 


Business activity is making new gains 
as Government spending grows. 
Steel operations, scheduled at 97.5 
per cent of capacity for the week 
ended October 9, showed biggest 
week’s tonnage since April, 1945. 

Factory output (see indicator) is bare- 
ly below record of 200. 

Wholesale-price averages, how- 
ever, dipped in the week ended Oc- 
tober 2 as farm products and foods 
fell sharply. Industrial goods, never- 
theless, were up again. 

Department-store sales fell to 298 
on the weekly indicator below, but 
averaged 318 on the Federal Re- 
serve index for September, against 
311 for August, 315 at the July peak. 

Personal incomes, up sharply, are 
supporting retail sales. Incomes 
jumped to a rate of $215,100,000,- 
000 per year in August—$3,200,- 
000,000 above July, and $24,300,- 
000,000 above a year ago. Wages 
and salaries made up the entire 
gain since May. 

Government spending is due to rise. 
Budget expenditures were at a rate 
of $37,600,000,000 per year in the 
July-September quarter, are esti- 
mated at $42,200,000,000 for the 
year ending June 30, 1949. Spend- 
ing in the next nine months, there- 
fore, is expected to rise above the 
$42,200,000,000 rate. Chief in- 
creases will be in national defense 
and aid to Europe. 

The export surplus, top chart, fell to 
a rate of $4,700,000,000 per year in 
August, 16 per cent below July and 
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Export Surplus Narrows to 
Countries Outside Marshall Plan 
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less than half the rate in May, 1947. 
August exports totaled $11,900,- 
000,000, down 3 per cent from 
July. Imports rose to $7,200,000,- 
000, up 7 per cent. 

A small rise in the export surplus 
from its August level is likely. On 
September 30, the Economic Co- 
operation Administration had au- 
thorized the use of only $2,000,- 
000,000 of the $5,000,000,000 made 
available by Congress for the year 
ending April 1, 1949. 

Marshall Plan countries were get- 
ting about $3,000,000,000 of the 
total export surplus of $4,700,000,- 


RETAIL TRADE 
(COMMERCE) 


000 in August. Their share is likely 
to rise in the fourth quarter. The 
entire export surplus to these coun- 
tries is being financed now by U. S. 
loans and grants. 

Countries outside the Marshall Plan 
were getting a $1,700,000,000 share 
of the $4,700,000,000 export sur- 
plus in August, a drop of three 
fourths since May, 1947. Any fur- 
ther drop, however, will be slow. 
ERP dollars are being spent at a 
rate of $800,000,000 per year in 
Canada and Latin America. 

Share of chief areas of the world in 
the export surplus for the first half 
of 1948, at annual rates in billions, 
follows. Changes in exports and im- 
ports since the first half of 1947 also 
are shown. 


Export’ ——Change——_, 
Surplus Exports Imports 
Total $6.1 —$2.8 +$1.2 
ERP countries 
In Europe 384 —12 4 2 
Other countries 2.7 —16 + 1.0 
In Europe 05 — + .03 
Northern 
N. Am. eo =— .§ + 4 
Southern 
N. Am. oo —~—- 2 — Oo 
South Am, o -—- oo + 4 
Asia, Oceania 8 — A + 
Africa 4 — ,01 =< a 


The total flow of dollars in the U.S. 
is being stimulated by the rise in 
Government spending for national 
defense and foreign aid. Business 
activity, as a result, shows no im- 
portant weak spots at this time. 
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Imagination drives all roads 


TO MAKE CARS SAFER FOR YOU 
caer 


Steering stress test—practical imagination in testing at Chrysler Corporation 


That “turn” leads straight to safety! 


You’re looking at steering parts of a 
car, painted red for easy identification. 

They are attached to a special ap- 
paratus which can produce the effect 
of sharp turns . . . rutted and rocky 
roads... bumping over railroad tracks 
—every possible strain and twist that 
driving conditions put on the steering 
mechanism of a car! 

This is a unique test created by 
Chrysler Corporation engineers to 


Airtemp Heating, Cooling, Refrigeration 


Chrysler Marine & Industrial Engines 


evaluate, accurately, the strength of 
these steering parts ... to help them 
build extra strength and safety into 
cars we make for you. 

Electronic devices tell the engineers 
how the tough steel is reacting to these 
scientifically applied road conditions. 

This information, plus grueling tests 
on all kinds of roads . . . plus still 
further laboratory checking .. . helps 
them select the best materials and 


most efficient designs for vital steer- 
ing parts. 

This example of practical imagina- 
tion in testing is one reason why we 
are able to build into our cars a steer- 
ing system far stronger than is needed 
for normal driving. 

To Plymouth, Dodge, De Soto and 
Chrysler car owners, this extra care 
means surer, safer steering . . . confi- 
dence and peace of mind on the road. 


CHRYSLER CORPORATION 


PLYMOUTH 


Dodge Job-Rated Trucks 


DODGE 


Oilite Powdered Metal Products 


DE SOTO CHRYSLER 


Mopar Parts & Accessories Cycleweld 











Are you interested in a Stuffed Hole ? 


Yes, you are. 

Natural gas concerns you. And oil concerns you. 

Even today some natural gas is lost during the process of bringing oil 
out of the ground. It was not long ago that this treasury of national wealth 
was blown off into the air, by the millions of cubic feet, as a nuisance. 

Now oilmen know that the gas is what puts pressure on oil and pushes 
it up. Also gas has value as fuel. 

One of the multitude of items made by Dresser Industries is a com- 
pressor which stuffs the gas back into the hole. This keeps up pressure 
on the oil at the bottom of the well. It also saves the gas for re-use. 
People who sell equipment to one or another part of the oil industry are 
suppliers. But a company that pioneers conservation for an industry is 
a part of that industry itself. 

Dresser Industries pioneered this gas-saving process, known as 
“Repressuring’”’. 


From well to refinery 
for the Oil Industry— 


From source to home appliance 
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for the Gas Industry 


THE ONLY COMPANY DOING AN OVER-ALL JOB 


‘ 
8 


BOVAIRD & SEYFANG Mfg. Co. 
Bradford, Pa. 

BRYANT Heater Company 
Cleveland, Ohio; Tyler, Texas 
CLARK Bros. Co., inc. 

Olean, New York 
DAY & NIGHT Mfg. Co. 
Monrovia, Calif. 

DRESSER Mfg. Division 
Bradford, Pa. 

DRESSER Mfg. Company, Limited 
Toronto, Ont., Canada 
INTERNATIONAL Derrick & Equipment Co., 
Beaumont & Dallas, Texas; Torrance, Calif.; 
Columbus, Marietta & Delaware, Ohio 
KOBE, Inc. 

Huntington Park, Calif. 

PACIFIC Pumps, Inc. 

Huntington Park, Calif. 

PAYNE Furnace Co. 

Beverly Hills, Calif. 
ROOTS-CONNERSVILLE Blower Corp. 
Connersville, Ind. 

SECURITY Engineering Co., Inc. 
Whittier, Calif. 

STACEY BROS. Gas Construction Company 
Cincinnati, Ohio 
Stacey-Dresser Engineering Division 
Cleveland, Ohio 


Vl £1 
5S 





USTRIES, INC. 


TOWER 


* CLEVELAND 13, OHIO 
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Many taxpayers making gifts in 1948 
vil find their tax bills considerably 
jwer than before. This is because much 
ger gifts can be made, tax free, this 
yar as a result of changes in tax laws. 
the principle of community property, 
;joint ownership of property by hus- 
ind and wife, now applies to gift taxes 
swell as to income taxes. 

Gift-tax rates are not actually changed. 
jut husbands and wives can give each 
wher larger amounts at lower tax cost. 
(they can make gifts to their children 
‘to others with a saving in taxes. Un- 
qutied persons get no such advantage. 
\arried couples planning to make sizable 
its before the end of the year thus 
sould know just how these tax changes 
fect them. 





low are gift taxes saved? 

Tues are saved now because half of 
ie amount given by a husband to his 
vite, or by a wife to her husband, 
wally is free of gift tax. Also, a gift to 
ithird person can be treated as coming 
hf from the wife and half from the 
husband. This reduces the amount of 
tx, The same principle now applies to 
its made in community-property States 
ad in other States. 


fiow much can be given tax free? 
Aman can give his wife $66,000 without 
pying a gift tax, provided he has not 
ied up any of his exemptions. Previ- 
ously, a tax would have been paid on the 
amount above $33,000. Similarly, this 
couple now can make a tax-free gift of 
$66,000 to a child or to someone else, 
een though the gift actually comes from 
oily one of them. 


What is saved on larger gifts? 

Suppose a man gives his wife property 
valued at $100,000. Half of that amount 
wally would be free of tax, leaving 
$0,000 subject to tax consideration. But 
eich person gets a specific exemption of 
$30,000 from gift tax. This can be used 
up in one year or spread over a lifetime. 
In addition, up to $3,000 can be given 
t0 each of any number of persons in a 
ver without a tax. That would leave, 
in this case, $17,000 subject to tax, if the 
ttemptions were not previously. used. 
The gift tax would be $952.50. Under 
the old law, the tax would have been 
8595, so there is a saving of $7,642.50. 


What forms must be filled out? 

The Bureau of Internal Revenue is Work- 
ligona new Form 709 for use in report- 
lg gifts. This will be sent to regional 
uillectors before the end of the year. The 
Bureau also is dsawing up new regula- 
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Weve Been Askeels 
ABOUT SAVINGS IN GIFT TAXES 


tions to govern payment of gift taxes 
under the changed law. 


Who must file gift-tax returns? 

Anyone who makes a gift of more than 
$3,000 during a year is supposed to file 
a gift-tax return, even though no tax is 
actually owed. Thus, where a husband 
gives his wife, say, $6,000, and there is 
no tax because only half of the amount is 
considered as coming from him, he still 
is required to file a return. Gifts of more 
than $3,000 to charitable organizations 
also call for a return, though these usually 
are tax free. A return is required on gifts 
of less than $3,000 when they are gifts of 
“future interests’—that is, will not be 


possessed or used by the receivers until. 


some future time. Gifts made this year 
are supposed to be reported by next 
March 15. 


What records are necessary? 

Those making taxable gifts should keep 
complete records of all gifts made this 
year and in past years, and of gift tax 
paid. This tax is on a rising scale, begin- 
ning at 2% per cent and going to 57% per 
cent. The rate is cumulative. That is, 
taxable gifts in previous years often 
increase the rate to be paid on later gifts. 


What about gifts in previous years? 
There should be a definite record of any 
of the specific exemption used up in pre- 
vious years on the basis of earlier gifts 
since June, 1932, when the present gift- 
tax law went into effect. For example, a 
husband should have a record of any 
gifts to his wife, above routine operating 
expenses, that might figure in gift taxes. 


Is a wife ever liable for tax on a gift 
made by her husband? 

She can be. The new gift-tax regulations 
will point out that, where a gift to a third 
party is considered coming half from a 
husband and half from his wife, each is 
liable for the tax. If the husband does 
not pay the tax, it can be collected from 
the wife. Both will be required to sign 
the new gift-tax return, showing joint 
responsibility for the tax. Likewise, any- 
one receiving a gift can be required to 
pay the tax if it is not paid by the giver. 
Any person receiving a gift of more than 
$3,000 is supposed to report this to his 
tax collector on Form 710. 


Changes in tax rules apply to any gifts 
made since the 1948 law was approved 
on April 2. They cover only gifts by a 
husband or wife who is a citizen or resi- 
dent of the U.S. And they must be 
married at the time the gifts are made to 
claim the marital deduction on gift taxes. 
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Amer Airlines 
Amer Locomotive 
Amer Pow & Lt 
Amer Radiator 
Anaconda Copper 
Armour & Co 
Atch Top & SF 
Bethlehem Steel 
Borg-Warner 
Canadian Pacific 


Manufacturers Trust 
Marine Midland 
Montgomery Ward 
National Distillers 

N Y Central RR 
North American Co 
Northern Pac Ry 
Ohio Oil 

Paramount Pict 
Pennsylvania R R 


Celanese Corp Pepsi-Cola 
Chase Nat! Bank Phelps Dodge 
Chrysler Corp Radio Corp 


Colgate-Palm-Peet 
Commonwith Edison 
Commonwith: & Sou 
Congoleum-Nairn 
Crane Co 
duPont de Nemours 
Electric Bd & Sh 
General Electric 
General Motors 
Great Northern Ry United Aircraft 
Kennecott Copper U S Stee! 
Woolworth Co (F W) 


Sears Roebuck 
Socony Vacuum 
Southern Pacific 
Southern Railway 
Standard Brands 
Standard Oil (Cal) 
Standard Oil (N J) 
Texas Company 
Union Pacific R R 


F YOU OWN any of these stocks, 
or have been planning an early sale 
or purchase, you may want to have 
the latest Merrill Lynch “Stock Ap- 
praisals” on them—some’ time soon. 


Each of these “Appraisals” gives 
you digestible details on operations, 
standing, earnings, outlook for an 
individual company . . . summarizes 
vital facts needed for sound invest- 
ment decisions—and will be sent to 
you without charge. 


Just check the list and let us 
know those you'd like* — 


Department S-82 


MEerrILL LYNCH, 
PIERCE, FENNER & BEANE 


Underwriters and Distributors of 
Investment Securities 
Brokers in Securities and Commodities 
70 Pine Street, New York 5, N. Y. 
Offices in 96 Cities 





* When we offered similar studies A 
before, we were gratified by the re- 
sponse, except that — well, it was a 
little too enthusiastic in a few cases. 
Some people asked for the whole set. 
We'd appreciate it if you held requests 
down to those companies — maybe a 
half dozen or so—in which you are 
seriously interested. 
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the world what you sell... 






SELL 


the world what you show... 






AT THE 
CANADIAN -INTERNATIONAL 


Full information, together with exhibitors’ T 9 No) 3 FAI R 


application forms, may be obtained in TORONTO...MAY 30- JUNE 10, | 94 9 


the United States from the following 
Canadian Government Representatives: 







Producers and manufacturers of every nation are invited to show their 
products at the new world marketplace—the Canadian-International 
Trade Fair—to be sponsored again in Toronto by the Canadian 
Government, from May 30 to June 10, 1949. 

Here you can meet and deal directly with businessmen who have 
come to buy from every part of the world—compete on equa! terms 
with the products of other countries—and form invaluable inter- 
national connections for future business. 

Visiting businessmen from 73 countries attended the 1948 Fair— 
and 1400 exhibitors displayed the products of 28 different nations. 
Advance reservations indicate that the 1949 International Trade 
Fair, again sponsored by the Government of Canada, will be even 
more successful. 

<xhibitors’ applications should be received before January 1949, 
in order to permit the most equitable allocation of available space. 
Later applicants will risk disappointment. Full information and 
application forms are obtainable on request. 


Washington—Commercial Counsellor, 
Canadian Embassy, 1746 Massa- 
chusetts Ave., N.W. 


New York—Canadian Government 
Trade Commissioner, British Empire 
Building, Rockefeller Centre. 


Detroit— Consul of Canada, Canadian 
Consulate, 1035 Penobscot Building. 
Chicago—Consul-General of Canada, 
Suite 800, Chicago Daily News Build- 

ing, 400 West Madison Street. 

Los Angeles—Canadian Government 
Trade Commissioner, 510 West Sixth 
Street. 

San Francisco—Consul-General of 
Canada, 3rd Floor, Kohl Building, 
400 Montgomery Street. 


Or write direct to 


Cinendtipneiatan oti Me, CANADIAN-INTERNATIONAL TRADE FAIR 


Exhibition Grounds, Toronto, Canada TORONTO CANADA 


Dedicated to the promotion of international trade by the 


GOVERNMENT OF CANADA 
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>> Strikes again are slowing things up in Europe's trouble spots..... 


Communists again are behind what is happening. 





In France, an uneasy situation is made worse by multiple strikes. Coal 
mines, railroads, harbors, utilities are tied up in varying degrees. 

In Italy, labor is restive. A general strike threatens. The Communists 
seem to be getting set for another test of Strength. 

In Finland, there are industrial and dock strikes, also led by Communists. 





The new Government expects a big blowup Soon. 
Outbreaks are timed to embarrass new Governments or to exploit current 





gripes of workers. It's not just chance. Finland gets attention because the 
Finnish Government plays ball with the West. Disruption in France and Italy is 
coming to a head before Marshall Plan aid begins to tell and while internal con- 
ditions still are very shaky. Spread of labor troubles into other countries 
would not be Surprising. It's all part of the master plan, an extension of the 
"cold war" to the business world. 


>> Communist talking points are tailored to fit each situation. 
Pocketbook appeal is made to French workers. Their wages never seem to 





catch up with the increases in living costs. Only answer to that is a severe set 
of deflationary measures. But successive governments find these aren't popular. 
Nationalized industries and the French civil service are bloated with an 
excess of workers. But attempts to cut staffs play into agitators' hands. 
Factory and mine shutdowns mean fewer Supplies for the people, more infla- 
tion. Every big strike cuts production, puts French recovery further off. 








> Communists find the time is ripe for stirring up trouble in Italy, too. 

Italian workers are being squeezed by a Sudden rise in prices. 

Food, rent, electricity, transportation costs have all jumped in the last 
two months, after a year of price decline and then stability. 

Wages have stayed where they were. Result: The lira buys less. 

Unemployment is rising. Many workers on the job are really excess, kept 
there by featherbedding rules of unions. 

Emigration, a potential safety valve, isn't amounting to much, so far. 

Only 38,000 emigrants moved out of Italy in the first half of 1948. 

Business activity in Italy is slowing up. Credit is hard to get, as a re- 
sult of the Government's crackdown last year on easy lending by the banks. Many 
Small businesses are going under. 

Production costs are high. It's getting harder to find export markets. 

(over) 
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WORLD COMMERCE-INDUSTRY-- (Continued) 


And the home market is limited, especially as prices rise. 

Meanwhile, the Government seems to lack any positive plans for tackling the 
immediate inflation menace. The growing deficit feeds the money supply. 

Government programs to break up landed estates and to absorb surplus labor 
in public works haven't gotten very far yet. U.S. aid is expected to help a good 
deal in these directions. But time is needed to show progress. 

Workers in Italy thus find plenty to complain about. The Communists capi- 
talize on that. But the complaints were already there, ready made. 

Italy, like France, faces new strike threats while in weakened condition. 
But Italy, unlike France, is basically vulnerable. There just isn't enough work 
in Italy for all her people. That makes Italy a breeding ground for trouble. 








>> In Britain, the area of private business is to shrink further..... 

British steel industry is losing its fight against nationalization. 

Bill to nationalize steel is to come before the present Parliament. 

Impressive record of steel since the war is not to deter the Labor Govern- 
ment from putting this industry in the same category with coal, transportation, 
gas, electricity, broadcasting, and other nationalized industries. 

Steel production this year looks as if it will run about 19 per cent higher 
than in the best prewar year, 1937. 

More workers are being used than in 1937, but output per worker also is up. 

Improved productivity has made it possible for wages to rise as much as in 
other manufacturing industries, compared with 1937. 

But steel prices are up a little more than half as much as the average for 
industrial materials and manufactures, judging from steel-industry figures. 

Steel industry's case against nationalization will be based on these data. 

On the face of it, British steel appears in much better shape than British 
coal, an industry showing a long decline and bitter labor troubles. 

But coal, under nationalization, has not had a brilliant record thus far. 

Coal production is nowhere near prewar levels, although it's larger this 
year than last. Miners still grumble at their bosses. The nationalized mines 
are not yet firmly in the black, deSpite higher prices for coal. 

The railroads, under nationalization, also are having trouble making ends 
meet. So are the electric utilities. But things may be different after the 
Government operators gain more experience. It's too early to judge yet. 

Modernizing plant is the big problem in British steel. The Government 
wants to make sure that more and better capacity will be built for certain types 
of steel. Security reasons enter into it. 

It's still not certain that British steel will be completely nationalized. 
Some sort of compromise is possible. But, meanwhile, uncertainty is to take its 
toll in Britain's basic industry for both war and peace. 






































>> The world's biggest gold producer is running short of gold..... 

South Africa still has rich gold veins, but is being drained of monetary 
gold reserves by big imports of U.S. goods and by flight of Speculative capital. 

Gold reserves have shrunk by one third since the end of April. 

Result is, there's barely enough gold left now to back the South African 
currency. Reserve requirements probably will have to be lowered. 

Securities transactions are being curbed. Next step may be restrictions on 
South Africa's imports. At stake is a $500,000,000-a-year market for U.S. goods. 
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Life Around the World 


Reg. U.S. Pat. Off. 


ven under Communism, the Muscovite 


reams of owning a 10,000-ruble house 


MOSCOW 

| THE EXHIBITION of Finland’s indus- 

trial production, staged in a building 
rounded by rusting German and Japa- 
mese tanks in Moscow’s Park of War 
Trophies, the longest queue formed out- 
kde a small, wooden dwelling house. 
War veterans, who have been quartered 
in private homes in a half-dozen countries 
f Europe, office workers with bulging 
brief cases under their arms, eager-eyed 
teen-age girls in pairs, and older 
ines with their fiances, the tired 
und harassed middle aged, all 
were there. It was a complete 
sample of crowded Moscow that 
fled through the compact little 
home the Finns had sent in sec- 
tions to Moscow. 
It was not mere curiosity that 
prompted this crowd. A few days 
before, the Soviet press had given 
wide publicity to an official di- 
rective to local authorities, in- 
structing them to allocate build- 
ing sites both within and outside 
city confines to Soviet citizens 
desiring to build or buy homes. 
Theoretically, a Soviet citizen 
has been able to own his home, to sell 
it, mortgage it, bequeath it, since the 
Stalin Constitution became the funda- 
mental law of the U.S.S.R. in 1937. Most 
of the country’s farmers do own their 
cottages, paying a small land-rent in kind 
to the state. 
In practice, since the outbreak of 
World War II, the allocation of building 
materials has been virtually confined to 
local authorities or to industrial under- 
takings. Individual homes for private 
ownership have been built in and near 
cities, especially in the Urals, under a 
Government-sponsored scheme of 10-year 
loans to veterans and certain categories 
of workers. But only since the abolition 
of rationing last December has the private 
citizen been able to find sufficient ma- 
terial to build himself a home. 

In present conditions a_three-room 
timber cottage in traditional Russian 
‘style, modified by the use of prefabri- 
cated doors and windows and standard- 
ied roofing material, costs about 10,000 
ubles to build. Costs may be cut if the 
owner and his family contribute labor, 
which is usual, since 10,000 rubles repre- 
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sents six months’ gross earnings of the 
average Russian family with two wage 
eamers in industry. 

The owner of a cottage near Moscow 
where I lodged last summer himself 
added two rooms and a veranda, spiked 
laths to the rough-hewn log walls and 
plastered them in Ukrainian style, fenced 
in an acre of land, built a shed for a 
cow and poultry and reroofed his home 
with creosoted felt during three months 











of evening work. He earned the material 
by helping at week ends in a local saw- 
mill. 

Until the recent decree, however, local 
authorities appear to have been hesitant 
about leasing land for unlimited tenancy 
by private householders. Nor was there 
any general ruling about the size or type 
of house permitted, or the area of the 
plot to be leased. The new decree puts 
an end to any such vagueness. Private 
houses may not exceed two stories or 
comprise more than five rooms, and they 
must comply with town-planning pro- 
grams as well as with local regulations. 
Local authorities now are not only en- 
couraged, but obliged to lease ground for 
this purpose. 

The demand is likely to be heavy. 
Building materials, though by no means 
abundant, are more easily obtainable now 
than at any time in the last eight years, 
and some progress has been made in the 
manufacture of standard parts. The shel- 
ter problem that faced several million 
families in rural areas after liberation 
has been solved, and it is to be expected 
that some members of the construction 





brigades, which every collective-farm 
damaged by enemy action formed after 
the war, will now be attracted to the 
cities. Cheaper food and clothes leave 
the Soviet industrial worker with more 
to spend on his home. Finally, the war, 
here as elsewhere, has created a deep 
yearning for private life, for a room (or 
even five) of one’s own. A. R. P. 


In French Indo-China 
it’s ‘disintoxication’ 


SAIGON 

HE OPIUM DENS of French Indo-China 
om doing a flourishing business, which 
augurs well for a balanced Government 
budget this year. The officially sponsored 
sale of the drug is the Government's 
biggest single source of revenue. 

Out of deference to the Western world, 
and as a concession to legal form, licensed 
opium dens officially are called “disin- 
toxication centers.” In theory, the sale of 
opium was outlawed last year by the 
French in Indo-China. But no one takes 
the prohibition seriously. - 

“If that ban were really enforced,” 
one Frenchman told me, “the Govern- 
ment would face a financial crisis.” 

Ostensibly the “disintoxication clinics” 
were established to cure the thousands of 
addicts. Sixty “clinics” were licensed in 
Saigon. They are private establishments, 
operated mostly by Chinese. 

The theory was that opium smoking 
in the future would be regarded as a 
curable disease. “Disintoxication clinics” 
are supposed to give gradually diminish- 
ing doses until smokers are cured. 

In practice, the “disintoxication clinics” 
are simply opium dens with a more re- 
fined name. They dispense the drug to 
anyone without limit. “Disintoxication 
Clinic No. 11,” which I visited the other 
day, is typical of the establishments scat- 
tered throughout Indo-China. 

The room was long and narrow, with 
broad platforms, about 18 inches high, 
running along either wall. Through the 
haze I could see a dozen coolie opium 
smokers stretched out on the platforms, 
their heads resting on “brick pillows.” 

One of the “patients,” who was only 
too eager to talk in exchange for the 
price of a couple of “pipes,” told me that 
he had been smoking for 12 years—since 
he was 24 years old. For the first six or 
seven months he derived an intoxicating 
thrill from smoking. “But after that,” he 
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said ruefully, “it just became a physical 
necessity. If I don’t have enough money 
to buy opium tonight, tomorrow I will 
be too weak even to raise an arm.” 

He said that, like most addicts, he 
smoked all he could afford, “If I have 
enough money I smoke at least 30 pipes 
a day.” A “pipe” consists of one long 
puff, which fills the smoker’s lungs with 
the opium vapor. Two of them cost more 





in 


laborer 


than the average unskilled 
Saigon can make in a day. 

“What work do you do?” I asked. 

He shrugged his shoulders. “When you 
smoke a lot you develop an aversion for 
work. I do whatever I can to get enough 
money to buy my pipes.” 

Two elderly, bearded men in white 
uniforms entered, stretched out on the 
broad platform, smoked three pipes in 
quick succession and departed. The man 
with whom I was talking volunteered 
the information that they were watchmen 
at a nearby hospital. “They come in every 
morning betore work for three pipes and 
again at lunch time and after work.” 

At one end of the room in “Clinic No. 
11,” several Chinese behind a wire en- 
closure were busy cleaning the freshly 
used pipes. 

The manager, an ancient Chinese, ran 
his fingers deftly over an abacus, com- 
puting the day’s profits. Business, he re- 
marked, was about as good as before 
the war. 

“What about cures?” I inquired. 

“Cures? No one wants to be cured,” 
replied the manager. J. F. 


Latin tempers rise 
in Argentine Congress 


BUENOS AIRES 

LTHOUGH PRESSURE TACTICS make it 
A generally unpopular to speak out too 
strongly against the Argentine Govern- 
ment, there is still one place where 





A WARNING FROM Thi 
WALL STREET JOURNAL 


In times like these you need to keey 


up-to-the-minute on news affecting yoyp 
busines(h 


future and the future of your 
Because the reports in The Wall Stree 
Journal come to you DAILY, you get th 


| fastest possible warning of any new trey 


that may affect your income. You get th: 
facts in time to protect your interests, ¢ 
to seize quickly a new profit-ma! cing op. 
portunity. You are promptly info: “med oy 
every major new development rc! 
Taxes, Prices, Inventories, Industries, 
duction Trends, Commodities, Se CUrities 
Marketing, Consumer Buying, Labor 
World Trade, Finance, Government Bu. 
ing and New Legislation. 

The Wall Street Journal is the c omplete 
business daily. Has largest staff of writer 
on business and finance. The only bug. 
ness paper served by all four big preg 
associations. Try it for 3 months. Jug 
tear out this ad and attach check for § 





| and mail. Or tell us to bill you. Trial sup. 








scription, $6 for 3 months (in U. S. and 


Possessions). Address: The Wall Street 
Journal, 44 Brosd St., New York 4, NY 
Readers in Pacific Coast states and Arizona, Idaho, 


Nevada and Utah please address 415 Bush St. 
San Francisco 8, Calif. USN 10-15 





Nearly all subseribers to 
this magazine buy voluntar- 


No val 


They in their 


ily. salesmen on 


them. send 


checks regularly. 


This point has real signifi- 


eance for advertisers be- 
cause they know that such 
highly voluntary subscrip- 
tion methods mean inter: 


ested readers. 
* 


U.S. News & World Report 


Advertising Department 


30 Rockefeller Plaza, New York 20,N. ¥. 











QOEMANO 
CINCINNATI and the 


TIMES-STAR 
on ovary ad schedule { 








U. S. NEWS & WORLD REPORT 





riticism 

Congr¢ 

The f 
Peron ar 
‘any meas 
ure to p 
Peronists 
majority 
when the 
the Cons 
assure th 
vocal mil 








UBber of De 


The S 
It seldom 
Hardly 
left here 
pressured 


Peicend 


material t 
ment. Bu 
relatively 
country g 
“Don’t 
clown?” 
Liar!” . 
cdtaial °y: 
‘Bootlicke 
-are all | 
foor of th 
Usually 
bells soun 
pounding 
quiet the 
Visitors 
the newsy 





radio, whi 
Administr: 
Deputies « 
of politic; 
ae often 
cause, helc 
that mail j 
lent. The 
these char 
serious inv 

Neverth 
vhat their 
‘unctionin 
if a peop! 


OCTOBER 
















Th 


RNAL 


to Keer 
ing you 
Dusines 
1 Stree 
get th 
Ww tren 
L Set the 
rests, ¢ 
cing op. 


“med of” 


ting to 
1S, Pro. 
CUrities 
Labor 
nt Buy. 
omplete 
Writers 
ly bus- 
lS press 
1s. Just 
x for $ 
ial sub 
S. and 
| Street 
4, N.Y 


al, Tdah 
ish St., 
ON 10-15 


—— 


to 
tar: 
on 


eir 


ifi- 
be- 
ich 
‘ip: 


er 


orl 


# 
— 


PORT 





riticism is loud and frequent. That place 
5s Congress. 

The followers of President Juan D. 
Peron are in firm control, though, and 
any measure endorsed by the President is 
Kure to pass without much difficulty. The 
Peronists enjoy more than a two-thirds 
hajority and can even shut off debate 
when they like. Frequently they do. But 
he Constitution and the electoral laws 
ssure the presence of a vigorous and 





vocal minority in the 158-member Cham- 
ber of Deputies. 

The Senate is all one party—Peron’s. 
itseldom attracts a crowd, 

Hardly any opposition newspapers are 
eft here. Most have been persuaded, 
pressured, bought or suppressed. Even 
independent newspapers seldom print 
material that might displease the Govern- 
ment. But the floor of Congress is still 
relatively free. And it is there that the 
country gets to hear “the other side.” 
“Don’t be a clown!” “Who's a 

“You're an imbecile!” 
“Cur!” . . . “Shameless one!” 
_, “Fascist!” “Oligarch!” . . 
‘Bootlicker!” “Traitor!” “Thief!” 
-are all epithets heard recently on the 
foor of the Argentine Congress. 

Usually, when this happens, the alarm 
bells sound, the Speaker breaks his gavel 
pounding the lectern and sometimes, to 
quiet the place, the lights are turned off. 
Visitors hear charges rarely printed in 
the newspapers and never heard on the 


clown?” 
“Liar!” 





tadio, which is tightly controlled by the 
Administration. For instance, recently 
Deputies charged that some jails are full 
t political prisoners, that individuals 
we often arrested by police without 
cause, held incommunicado and tortured, 
that mail is censored, that graft is preva- 
lent. The Administration cannot ignore 
these charges, but it rarely allows any 
‘tious investigation to be held. 

Nevertheless, all Argentines, no matter 
that their party, point with pride to a 
‘unctioning Congress. It is still the voice 
ta people that elected it. B. S. R. 
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FASTEST GROWING INDUSTRIAL AREA 


Top Flight Industry Locates in Santa Clara County 


Beech-Nut Packing Company is one of 74 top flight names that have located in 
Santa Clara County since 1943. This area offers low priced land, efficient labor, 
central location, excellent transportation facilities — plus a high degree of 
LIVEABILITY that means pleasure and plus production, 
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These beautiful birds are cooked to per- 
fection over glowing hickory embers, 
heavy with luscious breast and pearly 
pink dark meat. Ready to eat. @ Gift 
wrapped, card enclosed, postage prepaid, 
delivery guaranteed $1.75 per lb. Average 
weights 10 to 20 Ibs. Write the farm today. 


HICKORY VALLEY FARM 


Little Kunkletown, Stroudsburg, Pa. 
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ERASE: 








Russia’s position in the Berlin dispute is set forth in three 
documents published here in full. These represent the 
Soviet reply to the stand of the Western powers, as stated 
in the White Paper issued by the U.S. Department of 
State on September 27. This was published in full in the 
U.S. News & World Report of October 8. 

Soviet Deputy Foreign Minister Andrei Y. Vishinsky, on 
October 4, told the Security Council of the United Nations 









in Paris that there was no threat to peace in Berlin. On 
the same day, the text of the Soviet Union’s reply to the 
Western powers was broadcast by the Moscow radio. On 
October 5, Mr. Vishinsky made a new statement of the 
Soviet case to the Security Council, after which he an- 
nounced that Russia would not take part in the debate on 
a resolution calling on Russia to lift the Berlin blockade. 
Official texts of the three documents follow. 


OPENING STATEMENT BY ANDREI Y. VISHINSKY IN SECURITY COUNCIL: 


As | understand it, the question is to include in the agenda 
the proposal of the three powers, the United States of America, 
the United Kingdom and France, to consider in the Security 
Council the question of the situation which has arisen in 
Berlin. In this connection the delegation of the U.S.S.R. has 
the following considerations to present. 

The Government of the U.S.S.R. considers that the proposal 
of the three governments, the United States of America, the 
United Kingdom and France, to include in the agenda of the 
Security Council the question of the situation which has arisen 
in Berlin is devoid of any grounds inasmuch as this question 
does not fall within the scope of competence of the Security 
Council and cannot therefore be subjected to discussion in the 
Security Council. 

Measures taken by U.S.S.R. authorities against which the 
complaints are directed by the governments of the United 
States of America, the United Kingdom and France are very 
responsible measures which the Government of the U.S.S.R. 
has to take in view of the measures taken by the three govern- 
ments in respect of currency reforms in the Western zones of 
Germany, reforms which have placed Berlin and the whole 
Soviet zone of occupation in the position of being threatened 
by a new currency coming into Berlin and the Soviet zone of 
occupation from the Western zones. It was necessary to de- 
fend the Soviet zone of occupation in Germany against col- 
lapse which threatened it pursuant to measures taken by the 
governments of the United States of America, the United 
Kingdom and France. These governments did not take into 
account the economic interests of the Soviet zone and the in- 
terests of its population. Measures undertaken by U.S.S.R. 
authorities in the Soviet occupation zone of Germany in this 
connection are of a defensive character against aggressive ac- 
tions of the three governments, which governments must bear 
responsibility for the situation which has arisen in Berlin. If 
these aggressive measures of the governments of the United 
States of America, United Kingdom and France had not taken 
place, then the Berlin question would not have arisen because 
there would not have been any necessity for the above-men- 
tioned measures of defensive character. 

There can be no question of fact that this question of the 
situation in Germany as a whole and that separation of the 





Fiz 


Berlin question trom the general German problem would bea 


an utterly artificial character and would only be calculated t 


lead to decisions which would be incorrect and which would 


not meet the necessity of the situation. 

Admission of the Berlin question for consideration of th 
Security Council would be a violation of Article 107 of the 
Charter of the United Nations. It is well known that Articl 
107 of the Charter states: 

“Nothing in the present Charter shall invalidate or preclué 
action in relation to any state which during the second Work 


War has been an enemy of any signatory to the present Char 


ter, taken or authorized as a result of that war by the goven: 
ments having responsibility for such action.” 

Thus the Berlin question, which is part and parcel of th 
question of Germany as a whole pursuant to Article 107 of th 
Charter of the United Nations, is subject to solution by agree. 
ment of those governments that bear responsibility for occups- 
tion of Germany. Therefore, solution of this question is no! 
within the purview of the Security Council and is not subjec' 
to decision of the Security Council. . 

In fact, with respect to Germany in general and Berlin i 
particular, there is a whole series of rather important interna 
tional treaties and agreements which were concluded among 
four powers—the Union of Soviet Socialist Republics, United 
States of America, United Kingdom and France. Most impor 
tant of these international agreements are agreements of the 
great powers concluded at Yalta and Potsdam, agreement 
which set forth the economic and political principles whic! 
were to govern actions of the governments with respect 
Germany. Among these agreements there are such importat! 
documents as the declaration of surrender of Germany and al 
agreement for a quadripartite control mechanism for contr! 
of Germany. These documents represent international agree 
ments or treaties, All these documents entered into force afte 
having been signed for the period of carrying out by German\ 
of the basic requirements of unconditional surrender. 

We have several agreements of the above-mentioned powe! 
with regard to the division of Germany into zones of occupt 
tion and with regard to the government of Berlin and so 0 
There are also important decisions of the Potsdam Conference 
of three powers which were subsequently adhered to by Chin 
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and France, such as the decision for establishment of the 
‘Council of Foreign Ministers, which council also received the 
task of having the appropriate drafted treaty for Germany 
adopted and accepted by a democratic government of Ger- 
many if and when such democratic government of Germany 
were established. 

Thus, the whole question of Germany, including the Berlin 
question, pursuant to special international agreements and 
reaties of the great powers, is subject to solution by the 
gvernments which bear responsibility for the occupation of 
Germany. 

Therefore, this question cannot be subject to consideration 
under any other procedure or any procedure which was not 
provided for in international agreements which have been 
igned by the great powers. That is a position of principle 
which is taken care of by terms of Article 107 of the Charter, 
tems Which make it perfectly clear that responsibility for the 
situation in enemy countries where the governments are bear- 
ing responsibilities of government, is borne by those very 
governments. 

Therefore, any questions arising from carrying out of the 
control of Germany, including the question as to the situation 
in Berlin, has to be settled through direct negotiations by the 
powers concerned, which powers according to international 
agreements bear responsibility for the state of things in Ger- 
many as a whole and in any sector or part of Germany and in 
particular in the capital of Germany, Berlin. For solution of 
sich questions, international agreements which I have already 
mentioned have established a special control mechanism for 
Germany, namely a quadripartite Allied Council for Germany. 

Furthermore, the Potsdam Agreement set up the Council of 
Foreign Ministers. The Council of Foreign Ministers received 
the specific task of preparing the work for the peace settlement 
in general, including the peace settlement with Germany. This 
settlement was supposed to be prepared through agreement of 
the four powers represented in the Council of Foreign 
Ministers. . 

If we are to stay upon the ground of international agree- 
ments which I have just quoted and if the signatures which 
ae appended to these agreements are to be respected, then 
we cannot consider it to be either legal or acceptable to trans- 
mit to the Security Council for its consideration any question 
relevant to the question of Germany—and that includes the 
question of Berlin. A decision to transmit this question to the 
Security Council would be an overt violation of the Charter 
of the United Nations and of the above-mentioned interna- 
tional agreements. It would, in the first place, be a violation of 
the Yalta and Potsdam agreements, pursuant to which the 
question of Germany is solely within the competence of the 
four powers which bear responsibility for the occupation of 
Cemany. There can be no doubt that the questions of Ger- 
many are questions which have to be considered only within 
the framework of procedure established in the above-men- 
tioned international agreements which were concluded among 
the four powers bearing primary responsibility for the occupa- 
tion of Germany. 

The governments of the United States, United Kingdom 
and France have at their disposal legal means in order to 
satisfy their claims. They have at their disposal every means 
to see to it that the treaties are carried out and that all ques- 
tions connected with Germany are settled according to legal 
procedure. For that, however, it is necessary to respect one’s 
own signature to international agreements. It is necessary to 
tarry out obligations which have been agreed upon and which 
ue contained in international agreements. It is impossible un- 
der the screen of the Security Council to refuse carrying out of 
ibligations which were freely assumed by governments with 
respect to such important questions—obligations, incidentally, 
which have been set forth not in one but in several interna- 
tional treaties or agreements. It is impossible, thus, to give up 
he carrying out of obligations and of responsibilities which 
tte set forth in these conventions and international treaties. 
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It is unacceptable to eschew responsibility for the violation of 
obligations assumed in those instruments. 

Therefore the governments of the United States, United 
Kingdom and France should take the legal way, the one char- 
tered by international agreements signed by those powers and 
by powers that adhere thereto subsequently. That is the legal 
way. That is the way which does not violate the Charter of 
the United Nations, which does not violate international 
agreements under which one may read the signatures of 
representatives of the appropriate states. 

As is well known to the other three governments from a 
note of the U.S.S.R. Government dated October 3, the 
U.S.S.R. Government has proposed the convocation of the 
Council of Foreign Ministers within whose competence the 
regulation of the Berlin question falls. Is it not strange that 
the organ created by virtue of international agreement, the 
body which has been functioning or which did function, by 
foregathering in periodic sessions—is it not strange that when 
a complicated and difficult situation has arisen which requires 
action by that body, which requires authoritative intervention 
under these very circumstances, it is deemed that this organ 
should be left out, should be frozen out? The Council of 
Foreign Ministers was set up in order to settle the German 
question, was set up by the Potsdam Conference in order to 
deal with these questions, in order to deal in concert with any 
questions including the question for which the council was 
created with regard to a peaceful settlement of conditions in 
Germany which are, of course, connected with all problems 
which have been raised now—problems which are so important 
and which the Secretary General, Mr. Trygve Lie, says are of 
such grave significance. This Council of Foreign Ministers 
which was set up by us, by three, then by four, and then by 
five governments—because France and China subsequently 
adhered to the decision—this council which was set up by us 
especially to settle German questions is frozen out, is left out, 
is ignored. It is being circumvented; it remains outside; it is 
not being used by the countries which established it, which 
assumed certain obligations for the settlement of the German 
question. That very council is being ignored. Ss 

This legal way of consideration of the German question, the 
way which leads through the Council of Foreign Ministers— 
the only legal way—is the one which is in accordance with the 
Charter of the United Nations, It is the one way in which to 
reconcile the Charter with existing international agreements 
because Article 2 of the Charter requires respect for interna- 
tional agreements previously assumed on the part of those 
states which assumed those obligations. Pacta sunt servanda; 
treaties must be saved. That is a basic principle of interna- 
tional law and of international co-operation. Please be kind 
enough to carry out this basic requirement of international 
law. Turn to the organ which was established for this purpose 
by virtue of the treaty which you yourselves signed. Go ahead 
and carry out the obligations which you have assumed by 
virtue of that very treaty. 

The governments of three powers—the United States of 
America, United Kingdom and France—in a note addressed to 
the Secretary General of the United Nations, assert that the 
situation that has arisen in Berlin represents a grave threat to 
international peace and security. The notification says that the 
above mentioned governments have decided to transmit the 
Berlin question to the Security Council for consideration so 
that international peace and security may not be threatened 
in the future. They allege international peace and security now 
are in danger. However, such statements are absurd and de- 
void of any foundation. As has already been indicated in the 
note of the U.S.S.R. Government dated October 3—the note 
dated yesterday—the statement of the Government of the 
United States to the effect that a situation has arisen which 
threatens international peace and security does not correspond 
to the truth of the situation and amounts to nothing but means 
of pressure, to nothing but an attempt to utilize the United 
Nations for the achievement of the aggressive ends of that 
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Government. Such absurd allegations are designed to raise 
a hubbub around the question of the so-called blockade of 
Berlin, although in reality no such blockade exists. Statements 
about the threat of hunger and epidemics in Berlin are also 
empty allegations and are mere propaganda maneuvers. 

The U.S.S.R. Government, upon representations of Soviet 
military authorities in Germany, adopted decisions according 
to which it-expressed its readiness to assume responsibility for 
supplying of food to all of Berlin. Marshal Sokolovsky told 
press correspondents that the U.S.S.R. Government could sup- 
ply thousands of tons of grain and fats to the Western zone. 
Accordiug to incomplete data, those people in Western Berlin 
are daily recipients of about 900 tons of various products such 
as coal and others. However, there would be no obstacle to 
the supply of occupation troops. 

Therefore, all accusations which have been made against 
the U.S.S.R. do not stand criticism, and all these rumors are 
merely being spread in order to worsen the state of fear and 
war hysteria. The spreading of these rumors is not actuated by 
any desire to effect a peaceful solution of the Berlin situation. 

In the note of September 26 there is an allegation to the 
effect that U.S.S.R. authorities in Berlin had permitted an at- 
tempt by a minority of the Berlin population to put down by 
force the Berlin ministerial government. The Government of 
U.S.S.R. in its reply, addressed to the governments of France, 
the United States and the United Kingdom, officially rejected 
these empty accusations and allegations. U.S.S.R. authorities 
in Berlin have received firm instructions from the U.S.S i. 
Government that, despite the discontent of the Berlin pown- 
lation because of the present situation, the U.S.S.R. milit:rv 
authorities should insure calm conditions for the work of local 
organs of government. 

These instructions were confirmed by the Minister of For- 
eign Affairs of the U.S.S.R., Mr. Molotov, on August 30 when 
he had his conversation with representatives of the United 
States, the United Kingdom and France. The ludicrous char- 
acter of the above-mentioned allegations made agzin:t 
U.S.S.R. authorities also is evident from the fact that the <lis- 
orders which are complained about bv the three governments 
took place within those sectors of Berlin which are not within 
the competence of the U.S.S.R. military command. 

Those were events for which the responsibi‘ity should not 
be borne by the U.S.S.R. military government, but bv the 
military authorities of the three other occupation forces. There- 
fore, this allegation of the Western powers does not also 
correspond to the truth. It does not describe the true situation. 
This argument, therefore, about the fact that the situation 
which had arisen in Berlin is allegedly due to actions of the 
U.S.S.R. forces and is a threat to peace and securitv and an 
argument in favor of the necessity of having the Securitv Coun- 
cil consider the Berlin question also falls and must be con- 
sidered illogical, and therefore must be rejected as not 
corresponding to the reality of the situation. 

The Government of the U.S.S.R., on the basis of motives 
which I have just expressed, objects to the proposal to include 
the Berlin question on the agenda of the Security Council. 

I cannot agree with the reasoning of the representatives of 
Belgium in speaking the second time. He has indicated that 
the question of the competence of the Security Council with 
respect to this case should be discussed after the question has 
already been included in the agenda. Let me, however, remind 
the Security Council of Rule 9 of the provisional rules of pro- 
cedure which says that the first item of a provisional agenda 
for each meeting of the Security Council shali be the adoption 
of the agenda. What does that mean? What is the meaning 
of the rule which says that before the Council begins its work 
it must adopt the agenda? To adopt the agenda means to 
recognize that it is an appropriate and good one. In the Rus- 
sian text the word used means “to confirm,” to adopt. This 
means that questions to be included in the agenda shall be 
confirmed as appropriate and as falling within the competence 
of the Security Council. 
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If we were to adopt any other point of view it would mey 
that the Council would first adopt—or rather confirm} 
agenda, after which it might find that questions included jy 
that agenda were not within the competence of the Coungif 
What would the Council do then—exclude such an item fro, 
the agenda in which it had already been included? This woul 
logically be impossible and unworkable. If Rule 9 says thy 
the first item of the provisional agenda for each meeting ¢ 
the Security Council is to be the adoption—or in the Russi 
text, confirmation—of the agenda, this means nothing othe 
than that the Council must discuss the matter of whether » 
not the agenda was correctly drawn up and the questions jp. 
cluded therein included correctly. If the agenda has bee, 
drawn up correctly, it should be confirmed; if not, it shoul 
be rejected. But this question must first be discussed. Hoy 
can we discuss the matter of whether it is correct to propo 
to include any particular item in the agenda as suggested jy 
the provisional agenda? 

In order to embark upon that discussion it is necessary to be 
aware of the motives which prompted the inclusion of such » 
item, or to reject considerations brought forward in support 
of the argument that the item should be so included. One of 
the most important motives in the present case is that whic) 
has already been set forth by the delegation of the U.S.) 
in order to urge the Security Council not to confirm th 
agenda or to accept this particular item. This basic argumen: 
is one which I have already outlined—namely, that the Security 
Council does not have this question within its purview fo 
rcasons which I have already indicated. The first of thes 
reasons is that the Berlin question is part of the German ques 
tion as a whole and is not a question of Belgium, I*rance or 
the United States. It is, as I say, part of the German “uestion 
with regard to which there are binding international agree- 
ments which bind all partics signatories thereto. These agree. 
ments provide for certain procedure with respect to questions 
relevant to them, and this constitutes an obligation entered 
into by those powers which signed them. This applies to all 
questions which deal with Germany as a whole or i» part, and 
the question of Berlin constitutes part of the general question 
of Germany. 

The agreement states it is up to the Council of Foreigr 
Ministers to deal with the question of Germany, including 
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parts thereof. We are told that there is a threat to peace and 
security or, in other words, that the matter is directly withi 
the purview of the Security Council. But even if there were 
such a threat, Article 107 of the Charter excludes interference | 
on the part of the United Nations in this kind of threat t 
peace and security. The article makes this quite clear. Does 
such a threat to peace and security exist, or is it a fictitious 
threat? Is it not really simply an excuse and justification by 
means of which attempts are being made to transfer respons: 
bility for the consideration of the question by the fou 
powers, in accordance with procedure set forth in the 
international convention, to the Security Council whieh 
has never assumed responsibility for discussing the Ger 
man question as did the four powers? After all, in view 
of Article 107, the Security Council could not have assumed 
that responsibility. 

Therefore, there is not a threat to peace and security. What | 
can we do in these circumstances? I am told that I have been 
dealing with questions of substance, but I have not and have 
no such intention. The Government of the U.S.S.R. and I do 
not consider that the Security Council has any competence it 
this matter. Gentlemen, you have come to the wrong address. 
If you do not mind, please address your complaint to the legi! 
organ which was established under the agreement which you 
honored with your own signatures. 

This was referred to in the U.S.S.R. note of October 3 
which stated that this was the legal road. There is the Council 
of Foreign Ministers, established by treaty which you signed. 
Therefore, be kind enough to send this question to the Cout 
cil of Foreign Ministers. 
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Is this a question of substance? Not at all. It is a matter of 
procedure, a legal question as to the competence of the 
Security Council. It is a question as to whether it is within 
the competence of the Security Council to discuss this matter. 
‘We defend the position it is not, and we cannot understand 
the purpose of this proposal. It is proposed we should endorse 
and rubber-stamp the agenda without due discussion. What 
iwe say is that the agenda ought to be discussed, and here I 
‘have exercised the right of discussing the question of the 
adoption of the agenda in accordance with Rule 9. In my 
view, it is not within the competence of the Security Council 
to discuss the question of Berlin, given the existence of an 
international agreement which binds the three powers, and 


Article 107 of the Charter which prohibits the Security Coun- 
cil from occupying itself with this matter. This article entirely 
excludes this question from the sphere of competence of the 
United Nations as a whole. 

Because of all these considerations and having in mind 
these complimentary juridical facts, I object to the inclusion 
of this item in the agenda of today’s meeting of the Security 
Council, and I insist the agenda which includes the matter of 
Berlin ought not to be adopted by the Council. Accordingly, 
I propose the Council should not proceed to a consideration 
of this question at all because to do so would be a violation 
of the Charter and of international agreements, and we shall 
not be party to such violations but shall object to them. 





The Government of the U.S.S.R. has acquainted itself with 
the note of the governments of the United States, Great 
Britain and France dated September 26 and considers it 
necessary to declare that the responsibility for the situation 
that has arisen in Berlin rests squarely with the governments 
of the three powers. 

The very question of the situation in Berlin did not exist 
until the governments of the U.S.A., Great Britain and France 
proceeded to carry through a separate currency reform in the 
Western zones of Germany and in three sectors of Berlin. At 
the same time it is well known that the above-mentioned 
separate currency reform was only one of the latest and par- 
ticularly far-reaching measures in carrying through a policy 
of dismembering Germany which placed the Western zones 
of Germany outside the control of the four powers. 

The Government of the U.S.A., together with the Govern- 
ment of Great Britain, began the policy of dismembering 
Germany with separate economic unification of the American 
and British zones of occupation of Germany in 1946, despite 
the agreement of the powers of the anti-Hitlerite coalition at 
the Potsdam Conference on the German question. Thereby, the 
agreement previously concluded between the U.S.S.R., the 
US.A., Great Britain and France regarding joint control of the 
four powers over occupied Germany also was grossly violated. 

At that time it was sought to justify this by economic con- 
siderations and it was argued a union of the two zones did 





not lead either to dismemberment of Germany or to viola- 
ition of the policy of demilitarization and democratization 
agreed to between the four powers. Actually, however, the 


ference | operation of this policy of the three powers in Western Ger- 
reat ()Ymany separated from the rest of Germany is increasingly 
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leading to the growth of the influence of anti-democratic and 
Nazi elements who are responsible for the previous aggressive 
policy of German imperialism and who have not given up 
their strivings for revenge, which are a threat not only to 
neighboring countries but also to the security of the peoples 
of the whole of Europe. 

Latterly, particularly in connection with the realization of 
the Marshall Plan, a real danger has been created of a war 
economic potential’s being re-established in Western Ger- 
many, a situation that violates the Potsdam Agreement be- 
‘tween the powers and contradicts the interests of all peace- 
Joving countries. Since then the operation of this policy of 
the United States, Great Britain and France has gone so far 





that in the spring of this year there was adopted at the 
jLondon conferences of the three Western powers, with par- 
ticipation of Benelux, a plan to set up a West German state 
separated from the rest of Germany and placed beyond the 
control of the four powers. 

The setting up of a government for Western Germany was 
Placed on the order of the day. This decision of the three 
Western powers is leading to the consummation of the politi- 
‘al and economic dismemberment of Germany with all its 
dangerous consequences. 

With a view to preparing fulfilment of the plan for final 
dismemberment of Germany, in June of this year, a separate 
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currency reform was carried through in the American, Brit- 
ish and French zones of occupation of Germany and in the 
three sectors of Berlin where a special currency—the Western 
“B” mark—was introduced. Had there been no separate cur- 
rency reform which in respect of currency and finance dis- 
membered not only Germany but also Berlin, which is in 
the center of the Soviet zone, no question of the situation in 
Berlin would have existed at all, as it did not exist before 
June of this vear or before the currency reform, which was 
carried through separately by the three Western powers. 

Such a position compelled the Soviet command to permit 
the issue of the German mark of the Soviet zone, and at the 
same time to introduce those transport restrictions without 
which, with various currencies existing in the different parts 
of Germany and Berlin, it was impossible to safeguard the 
interests of the German population and to secure the normal 
economic life of the Soviet zone, particularly of Berlin, 
against disorganization. 

This means that had there been no separate currency re- 
form in violation of the agreement between the four powers 
and the creating of the danger of disorganization of the entire 
economic life in the Soviet zone and in Berlin, there would 
also have been no need for the above-mentioned transport 
restrictions, which represent a defensive protective measure of 
the Soviet Government against the offensive actions of the 
three governments. 

The governments of the three powers continue to speak of 
their rights in relation to the administration of Berlin, based 
on the well-known agreements of the four powers regarding 
the joint administration of Germany and Berlin. But the 
right of the four governments to administer Berlin, which is 
situated in the center of the Soviet zone of occupation, only 
has a meaning if Germany is recognized as being a single 
state and Berlin as its capital. Insofar, however, as the three 
governments have separated Western Germany from Eastern 
Germany and are establishing a separate state, their right to 
administer Berlin by these governments loses its meaning. 

By their separate actions in the Western zones of Germany 
and in the three sectors of Berlin, the United States, Great 
Britain and France have destroyed the system of quadripartite 
administration of both Germany and Berlin and thereby have 
undermined the legal basis which insured their right to par- 
ticipation in the administration of Berlin. However, the Soviet 
Government has not objected to the presence in Berlin of 
the occupation troops of the three powers, a point that was 
confirmed by Premier Stalin during his meeting with repre- 
sentatives of the United States, Great Britain and France, Au- 
gust 2. Nonetheless, when two months ago the governments of 
the United States, Great Britain and France proposed that 
practical measures be jointly drawn up for regulating the situa- 
tion in Berlin, the Government of the U.S.S.R. agreed. 

The negotiations that followed in Moscow and Berlin were 
incorrectly reflected in the note of the Government of the 
United States dated September 26, thus rendering it necessary 
to go into greater detail as to the factual side of the matter. 

During the negotiations that began in Moscow, Premier 
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Stalin on August 2 made the following proposals to repre- 
sentatives of the U.S.A., Great Britain and France: 

(A) The Soviet command shall annul transport restrictions 
recently introduced between Berlin and Western zones. 

(B) Simultaneously there shall be introduced in Berlin 
as the sole currency the German mark of the Soviet zone, 
while the Western “B” mark shall be withdrawn from circula- 
tion in Berlin. 

In addition, Premier Stalin expressed the insistent wish 
that the governments of the U.S.A., Great Britain and France 
should postpone the fulfillment of the London decisions re- 
garding the establishment of a government of the Western 
part of Germany until representatives of the U.S.S.R., the 
United States, Great Britain and France could meet together 
to discuss the question of Germany as a whole. 

This question then was repeatedly discussed during the 
meetings between Premier Stalin and Minister of Foreign 
Affairs Molotov with representatives of the three powers. As 
a result of the negotiations that took place with representa- 
tives of the above mentioned three powers, an agreement 
was reached in Moscow August 30 regarding the following 
directive for the four commanders in chief of the occupation 
troops in Berlin. 

“The governments of France, the United Kingdom, the 
U.S.A. and the Union of Soviet Socialist Republics have de- 
cided that the under mentioned measures shall be operated 
simultaneously on condition, the agreement reached between 
the four commanders in chief in Berlin regarding their prac- 
tical fulfillment. 

“(A) Restrictions on communications, transport and trade 
between Berlin and the Western zones and also traffic move- 
ments to and from the Soviet zone of Germany introduced 
latterly shall be lifted. 

“(B) The German mark of the Soviet zone shall be intro- 
duced as the sole currency for Berlin and the Western ‘B’ 
mark shall be withdrawn from circulation in Berlin. 

“In connection with the above mentioned, you are in- 
structed to consult with your colleagues in order to carry 
through as soon as possible detailed measures necessary for 
implementation of these decisions and to inform your Gov- 
ernment not later than September 7 regarding the results 
of your discussions, including the exact date when measures 
provided for in points (A) and (B) can be given effect. 
The four commanders in chief shall draw up measures con- 
nected with introduction in Berlin of German marks of the 
Soviet zone. 

“Measures concerning the exchange of currency and further 
provision and utilization in Berlin of the German mark of the 
Soviet zone shall insure: 

“(A) Absence of discrimination or of actions directed 
against holders of Western marks in connection with the ex- 
change of these Western ‘B’ marks issued in Berlin. These 
‘B’ marks shall be accepted in exchange for German marks 
of the Soviet zone at the rate of one to one. 

“(B) Conditions as regards currency and _ provision of 
fully available banking and credit facilities in all sectors of 
Berlin. The four commanders in chief are instructed to pro- 
vide sufficient guarantees with the view to averting a situa- 
tion where utilization in Berlin of the German mark of the 
Soviet zone leads to the disorganization of currency circula- 
tion or to the violation of the stability of currency in the Soviet 
zone of occupation. 

“(C) Satisfactory basis for trade between Berlin and other 
countries and Western zones of Germany. Changes in this 
agreed basis shall only be carried through by agreement be- 
tween the four commanders in chief. 

“(D) Provision of sufficient quantity of currency for budget 
purposes and for occupation expenditures that have been 
reduced to maximum extent and also balancing of Berlin 
budget. Regulation of money circulating in Berlin is to be 
effected by the German emission bank of the Soviet zone 
through the credit institutions of Berlin now in operation. To 
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tioned financial measures connected with introduction aj There | 
circulation of a single currency in Berlin a financial commissigfifyol over | 
is set up for representatives of the four commanders in chie( fir routes 

The note of the United States, Great Britain anc Frangfthe exist 
dated September 26 does not contain the text of the abpfastern p 
quoted agreed directive of the four governments to thfpossess g' 
commanders in chief in Berlin. to be usec 

As regards the content of this directive and the views efpbvious. | 
pressed by Premier Stalin, it is given in the note of thSeptembe 
three governments with considerable distortion. It will f8tates, G 
sufficient to point to the fact that in the agreed directive ifjepresent: 
the four governments addressed to the commanders in chief “It is | 
in Berlin, as can be seen from its text, a precise indication jffyishes to 
given of functions of control by the quadripartite financijf{ansport 
commission in relation to financial measures connected withfSatisfacto 















the introduction and circulation of a single currency in Berlin [f the § 
that is, the German mark of the Soviet zone. rent to L 
At the same time, it was definitely stated in the directiyg juite pos: 


that quadripartite financial control is to be established oye ceptable 
the introduction and circulation of a single currency in Berlifilso be 0% 
but there is no mention anywhere that this also refers to thyent that 
emission of the above mentioned currency, insofar as this Negotis 
might lead to interference of three powers in the regulatiofgbjlity of 
throughout the Soviet zone. powers on 
It goes without saying that the responsibility for emissioy of the Un 
of the German mark of the Soviet zone cannot be borne } claims as 
anybody other than the Soviet command which is responsibléfhe Soviet 
for emission of this money to the German emission bank o/ through d 
the Soviet zone since the entire economic life of the zonfments ina 
depends on the quantity of money in circulation. As is the}ereat Bri 
case in Western zones where the emission of money is entirel ihe egmm 
subordinated to the control of occupation authorities so als During 
in the Soviet zone emission of money should be under con: representa 
trol of the Soviet command alone. ial 
Yet, in negotiations in Berlin, the commanders in chief fy, questi 
the Western zones demanded establishment of control bify: agreer 
the three powers over the emission of money throughout the bommuniq 
Soviet zone and thereby imposition of their control over thef., negotia 
entire economic life of the Soviet zone to which the repre «The f, 
sentatives of the Soviet Union could not agree. 
Despite the assertion in the note of the three government, place 
dated September 26, the text of the agreed directive to the four gover 
four commanders in chief makes no provision for quadripartit Foreign A. 
control over the emission of the German mark of the So Lowers a 
viet zone especially for Berlin. Nor was this contained if) «/1) 4. 
Premier Stalin’s remarks during preliminary discussion 00. other 
this directive. Agreem 
The Soviet Government utterly refutes such incorrect a munique | 
sertions which aim at covering up the renunciation by th of the gor 
governments of the United States, Great Britain and Franc Fue to 
of the directive for the commanders in chief agreed upo! operation 
by the four powers. é sovernmer 
Further attempts to counterpose the position of the Soviet until the 
Commander in Chief in Berlin to the position of the Sovielf,. +. oS 
Government as expressed in directive agreed upon by the fou tion of C 
powers were rejected by the Soviet Government in its note 
as far back as September 18. The Soviet Government has 
strictly adhered to the agreed directive of August 13 whid 
makes provision for simultaneous measures in the shape of 
the lifting of transport restrictions between Berlin and the 
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he three governments, and consequently no disagreements 
sist on this question. 

“There remained the unsettled question of establishing con- 
gl over transport of commercial freight and passengers along 
ir routes between Berlin and the Western zones. In view of 
he existence of two different currencies in Western and 
astern part of Germany, the need for the Soviet command to 
Hossess guarantees that air transport would not be permitted 
4) be used for illegal currency and trading operations is quite 
hbvious. This was unanimously admitted when Molotov on 
September 18 met with the representatives of the United 
tates, Great Britain and France when the United States 
jepresentative stated: 

“It is quite understandable that the Soviet Government 
vishes to have certain guarantees against utilization of air 
ransport for illegal currency deals or black market operations. 
satisfactory guarantees of such kind could easily be secured.” 

If the governments of the three powers consider this state- 
rent to be correct, then the Soviet Government considers it 
“ possible to regulate the given question on a mutually 
eceptable basis. Thus disagreements on this question can 
Iso be overcome if there exists a striving to reach an agree- 
sent that will satisfy all four powers. 

Negotiations on the Berlin question opened up the pos- 
ibility of an agreement being reached between the four 
powers On a mutually satisfactory basis, if the governments 
of the United States, Britain and France did not raise such 
chims as are incomparable with the rights of the U.S.S.R. in 
the Soviet zone of occupation of Germany. Negotiations fell 
through despite the insignificance of the remaining disagree- 
ments inasmuch as the governments of the United States, 
(reat Britain and France refused to fulfill the directive for 
the commanders in chief agreed between the four powers. 

During the negotiations between Stalin and Molotov and 
representatives of the three powers in Moscow in August, 
not only was the Berlin question discussed but so also was 
the question of Germany as a whole. Furthermore, on August 
YJ, agreement was reached regarding the following text of a 
communique which was to be published after the conclusion 
of negotiations: ; 

‘The four governments also agreed that, apart from the 
conference of four commanders in chief, conferences would 
take place in the near future between representatives of the 
four governments in the shape of a Council of Ministers of 
Foreign Affairs or other conferences of representatives of four 
powers to discuss: 

“(1) Any unsettled questions concerning Berlin and (2) 
any other unsolved problems affecting Germany as a whole.” 

Agreement, however, on the concluding part of this com- 
munique was not reached, which was to contain the reply 
of the governments of the United States, Great Britain and 
France to the desire of the Soviet Government that the 
operation of London decisions regarding establishment of a 
government for the Western part of Germany be postponed 
jutil the representatives of U.S.S.R., United States, Great 
Britain and France could meet together to discuss the ques- 





tion of Germany as a whole. The Soviet Government was 
given an assurance by representatives of the three powers 
hat the London decisions did not rule out the possibility of an 
agreement between the four governments regarding the estab- 
lishment of a single Government for the whole of Germany. 
All this goes to show that the governments of the three 
powers could not but admit the existence of the close con- 
nection between the question of Berlin and the question of 
Cermany as a whole. At the same time, this means that the 
solution of the question of Germany, including the Berlin 
question, has to be based on the fulfillment of decisions 
igreed to between the four powers and, first and foremost, 
m the fulfillment of the Potsdam Agreement and the agree- 
ent between the four powers regarding joint control over 
emany, 

Insofar as the governments of the United States, Great 
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Britain and France resorted to most serious violations or the 
Potsdam Agreement and other agreements between the four 
powers on the German question, it is they who bear respon- 
sibility for the situation that has arisen in Germany and in 
Berlin. The above-mentioned three governments have de- 
stroyed the mechanism of quadripartite control in Germany 
and in Berlin. They have completely withdrawn the three 
Western zones of Germany from under quadripartite control 
in violations of obligations undertaken by them. 

In Berlin, on the other hand, which is in the center of the 
Soviet zone, the three governments are trying to establish a 
privileged position for themselves by demanding maintenance 
of rights based on quadripartite agreements which they them- 
selves have trodden under foot and have reduced to nothing. 

False noise was raised by them around the nonexisting 
“blockade of Berlin” and their insistence on the immediate 


. lifting of transport restrictions can only mean they are trying 


to maintain in Berlin a special currency arbitrarily introduced 
by them and to secure a free hand for the uncontrolled import 
and export of goods as a result of which Berlin would be 
transformed into a center of currency and goods specula- 
tion, a situation that cannot but lead to the disorganization 
of the entire economic life in the Soviet zone. 

Agreements regarding the lifting of transport restrictions 
and regarding the simultaneous introduction of a single cur- 
rency in Berlin did not come about because of the refusal of 
the three governments to come to an agreement regarding 
the guarantees necessary to avert the disorganization of the 
economic life in the Soviet zone and now these governments 
wish to wash their hands of responsibility for the negotiations 
falling through. 

What is more, under the excuse of defending their rights 
in Berlin, the governments of the United States, Great Britain 
and France are trying in fact to administer the Soviet zone 
of occupation of Germany, too, as regards currency and finan- 
cial matters so as in this way to deprive the U.S.S.R. of its 
lawful rights in this part of Germany also and, in the last 
analysis, to dislodge the U.S.S.R. from there. 

Having caused the negotiations to fall through, the gov- 
ernments of the United States, Great Britain and France are 
resorting to all sorts of unfounded and really ridiculous ac- 
cusations against the U.S.S.R. With their note of September 
26, the governments of the three powers did everything in 
their power to increase the noise around the question of the 
so-called “blockade of Berlin” although no “blockade of Ber- 
lin” exists in fact. 

Statements about the menace of starvation and epidemics 
in Berlin are absolutely without foundation and are a propa- 
ganda method. There are sufficient supplies of food products 
in Berlin and the Soviet Government has already taken meas- 
ures to insure that the population of Berlin is provided with 
all that is required. Nor are supplies of the occupation troops 
in any way threatened. 

The “blockade of Berlin” is the name given to the transport 
restrictions carried through by the Soviet command in order 
to safeguard the interests of the population and to protect the 
economic life of the Soviet zone against disorganization and 
collapse. These protective measures cannot be avoided as 
long as the question of the introduction of a single currency 
in Berlin, need for which is also admitted by the govern- 
ments of the three powers, is not regulated. 

The noise raised around this question is needed by those 
who are trying to fan to the utmost feelings of disquiet, alarm 
and war hysteria and not by those who really are trying to 
regulate the situation in Berlin. 

The note of the governments of the three powers contains 
unfounded allegations that the Soviet authorities in Berlin 
have permitted attempts by a minority of the population of 
Berlin forcibly to overthrow the municipal authorities of the 
city of Berlin. Yet, Soviet authorities in Berlin have had strict 
instructions from the Soviet Government, despite the dissatis- 
faction among the population of Berlin with the situation 
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that has arisen, to insure tranquil-conditions for the work of 


Berlin’s local organs as was confirmed by V. M. Molotov 
August 30 during the meeting with the representatives of 
the three governments. 

The Soviet command has invariably adhered to these in- 
structions of the Soviet Goverriment, whereas disorders that 
have introduced disquiet into life in Berlin have come from 
that part of Berlin that is not under the control of the Soviet 
command and for which the military authorities of the three 
other powers are responsible. 

From all the above mentioned, it follows that the state- 
ment of the governments of the United States, Great Britain 
and France, alleging that a situation has developed in Berlin 
which constitutes a threat to international peace and security, 
is without any basis whatsoever. Such statements cannot di- 
vert attention from the separate and antidemocratic policy 
being pursued in Western Germany and which is transforming 
the latter into the obedient tool of aggressive plans of a defi- 
nite group of the great powers. 

Nor can it be denied that, if anybody is responsible for the 
present situation in Berlin, it is precisely the governments of 
‘the three powers which caused the negotiations on regulating 
the position in Berlin to fall through. At the same time the 
governments of the United States, Great Britain and France 
have ignored their undertakings to subject disputed questions 
on Germany and Berlin to the examination of the Council 
of Ministers of Foreign Affairs within whose competence, as 
is well known, comes the regulation of matters of that kind. 

Insofar as in the note of September 26 regarding the posi- 


tion in Berlin, the governments of the U. S.; Great Britain a 
France announced they were handing over the question of {i 
situation in Berlin for examination by the Security Cony 
of the U.N., the Government of the U.S.S.R. considers; 
necessary to make the following statement: 

“1. The question of the situation in Berlin is closely eg, 
nected with the question of Germany as a whole, of the gj 
memberment of Germany, of the establishment of a separ 
government in West Germany and, in accordance with Artic 
107 of the United Nations Charter, is subject to be soly 
by those governments which bear the responsibility for ¢) 
occupation of Germany and is not subject to be transferg 
to the Security Council. 

“2. The statement of the Government of the United Stats 
that a situation has arisen that allegedly threatens. inte, 
national peace and security does not correspond to the ye 
state of affairs and is nothing more than a means of exertiy: 
pressure and an attempt to utilize the United Nations orgayj 
zation for achievement of its aggressive aims. 

“3. The Soviet Government proposes that the directive 
the commanders in chief agreed to on August 30 be recog. 
nized as an agreement between the governments of { 
U.S.S.R., the United States, Great Britain and France on th 
basis of which the situation in Berlin should be regulated 

“4. The Soviet Government proposes that the Coun¢ 
of Ministers of Foreign Affairs be convened to examine the 
question of the situation in Berlin and also the question ¢ 
Germany as a whole in accordance with the Potsdam Agree. 
ment of the four powers.” 7 





MR. VISHINSKY’S SECOND STATEMENT: 


In his statement yesterday, the representative of the United 
States repeated these ridiculous allegations about the block- 
ade of Berlin and about the coercive measures adopted by the 
Soviet authorities in Berlin, and so on. 

Yesterday, we pointed to a series of facts—and facts are 
wont to be more eloquent than words—which show that there 
is no Soviet-imposed blockade in Berlin, there is no threat 
of starvation in Berlin, and there is nothing whatsoever which 
even looks like what the representative of the United States 
so zealously attempted to prove to us yesterday. 

In the torrent of his eloquence, the representative of the 
United States alleged that the Soviet side concedes that the 
Berlin blockade is merely retaliation for measures taken by 
the Western powers in the Western zones of Germany. This, 
of course, is a patent invention. All these unfounded allega- 
tions against the representatives of the U.S.S.R., although 
they did not make any statements which would warrant them, 
are nothing but false-propaganda maneuvers made in an 
attempt to reach a purpose, a purpose which has nothing in 
common with any desire to see a settlement of such questions. 

It should be clear to any unbiased person what is the pur- 
pose of the statement made yesterday by the representative 
of the United States. These absurd allegations have already 
been answered convincingly by the Government of the 
U.S.S.R. in its note of October 3. 

I shall, therefore, not need to dwell any further upon this 
question. I do not intend to repeat the facts which have al- 
ready been established with regard to the most important part 
of yesterday’s statement by Mr. Jessup, which consisted of 
an attempt to prove the correctness of the submission of the 
Berlin question to the Security Council. 

Mr. Jessup referred to Article 107 of the Charter. In view 
of the absence of convincing arguments on the part of the 
champions of the submission of the Berlin question to the 
Security Council, as was demonstrated so clearly by the 
statements of the representatives of the United States and 
the United Kingdom, they attempted to divert us from a 
consideration of the question of the inclusion or noninclusion 
of the question in the agenda by means of propaganda 


inimical to the US.S.R. 
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This would serve to explain such an empty allegation « 
the one made by the representative of the United States t 
the effect that the Government of the U.S.S.R. has refused t 
apply the mechanism of peaceful settlement set forth in th 
Charter of the United Nations. 

The representative of the United States also alleged thit 
the Government of the U.S.S.R. denies that the United 
Nations is the organ to which the people should turn for as 
sistance in the maintenance of international peace and seew 
ity. Such allegations cannot be taken seriously. It is impossiblf 
to ignore such a fact as the one that the Government of ili 
U.S.S.R. is actually proposing to transmit the Berlin ques 
tion to the Council of Foreign Ministers for consideratio 
It is well known that it is the Council of Foreign Minister 
which was created as the instrument for the peaceful settle 
ment of former enemy countries in general, and for th 
peaceful settlement of Germany in particular. 

Let me recall this point again because of the strange! 
foreshortened memory of some of my opponents. 

There is a series of international agreements which wer 
concluded in London. There is also the agreed decision ¢ 
the European Consultative Commission formed in 194i 
before the unconditional surrender of Germany. Furili 
there are the decisions adopted at Yalta and Potsdam, thf 
historic decisions which set forth the basic economic aif 
political principles which were decided upon by the geif 
powers with respect to Germany and which were to appl 
to the whole period that was to ensue after the uncondition 
capitulation. 

I am also referring to a whole series of agreements Co 
cluded between the four powers with regard.to the oceul 
tion zones in Germany, and also the whole number of othe 
international agreements which set forth, indubitably of 
ineluctably, that all questions relevant to the postwar pew 
settlement with Germany should be settled according to thes 
agreements which were agreed upon by the four great powels 
and which were then adhered to by China and by France. 4 
with respect to Yalta and Potsdam, all the questions WU 
respect to Germany are within the competence of the Coune! 
of Foreign Ministers. 
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Therefore, it would be strange indeed to assert that such 
measures are merely Anglo-American-French measures which 


Phear no relations to Germany. It would be absurd and ludi- 


‘sous to allege that the defensive measures which the U.S.S.R. 
iuthorities were compelled to adopt in the Soviet occupation 
one have no relation to Germany and are only measures 
igainst the occupation authorities of the Western zone. 
“Through the intermediary of a currency reform, you are 
iittempting to blow up the national economy of Berlin— 
yecause, Of course, it is impossible to have three or four 
‘umencies within Berlin; this is an obvious source of 
chaos. You are attempting to disorganize the national 
economy of Berlin. You are thus attempting to undermine 
the economy of the people throughout the Soviet occupa- 
tin zone of Germany. 

And after that you say the measures which are taken in 
defense of the people’s economy in the Soviet zone, measures 
which are undertaken in order to localize the dangerous con- 
sequences with which these measures are fraught—you say 
that these are merely directed against the occupation author- 
ities and have no relation to Germany? Well, to go further 
than that kind of sophistry would be difficult, although I know 
that there are some amateurs who would like to go beyond 
the Pillars of Hercules in this kind of sophistry. 

Article 107 talks about actions of governments having re- 
ponsibility with respect to ex-enemy states. Article 107 states: 

‘Nothing in the present Charter shall invalidate or pre- 
dude action, in relation to any state which during the second 
World War has been an enemy of any signatory to the present 
Charter, taken or authorized as a result of that war by the 
governments having responsibility for such action.” 

The true state of things connected with the illegal and 
wong separatist action of the Anglo-American-French 
authorities, and the defensive measures adopted by the 
U.S.S.R. authorities with respect to Germany—all these are 
fully within the purview of Article 107 of the Charter. The 
consideration of all the questions relevant thereto ought to 
take the legal road, the legal procedure which was provided 
in a special decision of the four powers—the decision which 
dealt with the peaceful settlement in Germany. 

Even if, for the sake of argument, we adopted your thesis 
that this question is a threat to peace and security, then 
a fortiori, it has everything to do with the peaceful settlement 
in Germany, and it must adopt the procedure provided for 
the peaceful settlement of Germany—in other words, the 





linistes}, Council of Foreign Ministers. We, the U.S.S.R. representa- 
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tives, the U.S.S.R. Government, the U.S.S.R. delegation, 
consider it to be the correct procedure to consider this ques- 
tion in the Council of Foreign Ministers—and nowhere else. 

We are told that, so far, the four powers have been unable 
to agree on anything. But, then, I ask the following—and I 
ask it for the particular reason that those who say so object 
to recognizing that the Berlin question is connected with the 
German question as a whole: When and where has there 


te been any meeting of the Council of Foreign Ministers on the 
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Berlin question? Did the Council of Foreign Ministers ever 
deal with that? 

You are talking about the situation in Berlin. Then show 
me the documents; tell me the dates; tell me the participants 
in the meetings; tell me of the decisions that were adopted, 
if any; tell me about the records that were made in the Council 


ts “ of Foreign Ministers, which body ought to have discussed the 
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| situation in Berlin. I assert that no one will be able to reply 
I satisfactorily to this. 
ly and : 


There were conversations in Moscow. Conversations in 


"pew Moscow were conducted by Mr. Roberts, representing Mr. 
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Bevin, by the American Ambassador, Mr. Bedell Smith, and 
by the French Ambassador, Mr. Yves Chataigneau. These 
Persons asserted—and this, incidentally, is also reflected in 
the note of the three powers dated September 26—that the 
Moscow negotiations were nothing but informal discussions— 
thisis a quotation. They therefore were unofficial conversations. 
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More than that: It was even asserted by Mr. Roberts that, 
if it were possible to commence negotiations in Moscow and 
thus to open the doors to settlement, then conversations would 
be entrusted to a person of more responsibility than Mr. 
Roberts. The American Ambassador, Mr. Smith, also said 
that the job of the envoys in Moscow was unofficial; they were 
expounding the position of their governments; and they had 
to elicit the U.S.S.R. position from the U.S.S.R. Government; 
and they had to reach some agreement as to principle with 
respect to future negotiations. 

You know that, despite all that, despite the fact that none 
of the representatives of the Western powers in Moscow had 
any full powers or credentials to conduct formal negotiations. 
and despite the fact that their negotiations were therefore 
informal—despite all of that, some understandings were 
reached in Moscow with respect to Berlin. 

I am not going to deal with that now, because I do not wish 
to deal with the substance of the question. However, I must 
cast some glances in that direction, in order to explain our 
position of principle—a position which I champion here on 
behalf of the U.S.S.R. Government—to the effect that, by 
virtue of special agreement for Berlin and for Germany as a 
whole, by virtue of special international agreements which 
created special organs and which set forth a special pro- 
cedure for the consideration of questions relevant to the 
peaceful settlement in Germany—despite the fact that the 
situation may have been brought about by some actions of the 
occupying powers—ihis question is not within the purview 
of the Security Council; it should not be considered in the 
Security Council, but ought to be considered in the Council 
of Foreign Ministers and nowhere else. 

When attempts are made again to circumvent the Council 
of Foreign Ministers and to include this question in the 
agenda of the Securitv Council at any cost, then I must say 
that such a hurry is very, very strange. Of course, the future 
will show what are the reasons for this unseemly hurry. 

But the fact remains a fact. We are now confronting a 
situation where a legal organ set up by virtue of agreements 
of the four powers—the Council of Foreign Ministers—is being 
ignored, and this is being screened as if the negotiations in 
Moscow had not succeeded and as if that is why the ques- 
tion has had to be transferred to the Security Council. Not 
at all. The negotiations never took place within the frame- 
work of the Council of Foreign Ministers. Only preliminary, 
informal discussions took place in Moscow. 

Unofficial informal discussions took place in Moscow— 
nothing else. The Council of Foreign Ministers has not had 
its say, and these gentlemen do not want to hear the word of 
the Council of Foreign Ministers. They are in a hurry. They 
want to shunt this question over into the Security Council. 
Are we not right then when we say that this is some kind 
of political game which is being played for a purpose that 
has nothing in common with the peaceful settlement of the 
German question? 

I shall refrain from dealing with the question of peace and 
security and the alleged gravity of the situation in Berlin. 
This question must be considered as perfectly clear and re- 
quires no further clarification. It is perfectly clear how base- 
less are the references of the representatives of the Western 
powers to the alleged threat to peace and security, to the 
alleged threats of starvation, to the alleged coercive measures 
which are being undertaken by the U.S.S.R. Government, 
allegedly in an attempt to put down the Berlin municipal 
government. This, incidentally, is not so. Therefore, there is 
no use in making such allegations. 

All of this has been denied, part and parcel, in the note of 
the U.S.S.R. Government of October 3. Therefore, I am not 
going to deal with this question. I repeat, by virtue of the 
considerations which I have just outlined, the U.S.S.R. Gov- 
ernment considers it impossible and incorrect to include the 
Berlin question in the agenda of the Security Council, and I 
am instructed to raise formal objections to such a decision. 
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— Whispers. 


Plan to Expand Commerce Department... Shake-Up 
In Reserve Board? . . . U.S. Split Over Spanish Policy 


U.S. generals and military officials 
who talk in public as if this country 
were about to fight Russia have fewer 
than three months in which to do their 
talking. Mr. Dewey, as President, is 
prepared to insist that the military 
handle military affairs while the De- 
partment of State and White House 
handle foreign policy. 


xk * 


President Truman, in a gesture before 
election, planned to send Chief Jus- 
tice Fred Vinson to Moscow to see 
Joseph Stalin in search of a basis for 
peace. George Marshall, U.S. Secre- 
tary of State, turned thumbs down on 
the proposal. 


x *k ® 


Russia’s Premier Stalin lacks an 
atomic bomb to back up his dealings 
with the West and for at least five 
years will lack significant quantities 
of these bombs, in the considered 
opinion of U.S. experts. Bomb pro- 
duction in U.S. is rising. 


x *k * 


Gen. Lucius Clay, U.S. commander 
_in Germany, will give way in 1949 to 
a civilian administrator, more respon- 
sive to policy direction from the Sec- 
retary of State in Washington. Gen- 
eral Clay’s ideas of how to shape 
German policy and State Depart- 
ment ideas have not always coin- 
cided, with the General getting his 
way. 


x * * 


Some U.S. officials are encouraging 
German industrialists to look forward 
to a time when they can have 19,- 
000,000 tons of steel capacity. At one 
time the idea was that Germany could 
have 3,000,000 tons of capacity, and 
Mr. Truman at Potsdam went along 
with the idea of a ceiling of 7,500,000. 


x * * 


Military policy makers in the Pen- 
tagon want to take Spain’s Generalis- 
simo Francisco Franco into the West- 
ern bloc right away, to prepare bases 
in Spain for possible war with Russia. 
But top officials in the State Depart- 
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ment want to wait, convinced the 
Generalissimo cannot last much long- 
er without U.S. dollars. 


x kK * 


Field Marshal Viscount Montgomery, 
new commander in chief of Western 
European military forces, is going to 
be forced to answer a number of 
pointed questions before he gets as- 
surance of a large supply of arms 
from U.S. on a lend-lease basis. 
Some question is raised concerning 
the willingness of present continental 
armies to fight in event of a Russian 
move westward. 


x * * 


Sir Stafford Cripps, Chancellor of the 
British Exchequer, its the most likely 
successor to Clement Attlee as Prime 
Minister of Great Britain if Mr. 
Attlee’s health causes him to step 
down. Sir Stafford would be more ag- 
gressive than Mr. Attlee has been in 
pushiné socialization of major British 
industries. 


x *k* * 


Paul Hoffman, Administrator for 
Economic Co-operation, if he looks, 
will find that Italian industrialists are 
suffering from an embarrassment of 
Marshall Plan riches. They find them- 
selves with more coal and oil than 
they can use. 


x «x 


ECA officials are ready to recommend 
dropping the requirement that half of 
foreign-aid shipments be carried in 
U.S. vessels. They report that there 
are not enough U.S. vessels and that 
the cost of using them is almost pro- 
hibitive. 


x * * 


Henry Wallace has admitted to some 
friends that his third-party candidacy 
is in a mess from which he will be glad 
to extricate himself after November 2. 
This party is expected to sink without 
a trace as the ballots are counted. 


x *® * 


President Truman has no plans for a 
job in event of defeat November 2, 


and would welcome a pension and 
chance to continue in public serviog 
rather than to seek private employ: 
ment. There will be little Senate op! 
position to the idea of providing 

$25,000 annual pension to forme 
Presidents, with office help and 

chance to sit in the Senate. 


xk * 


Herbert Hoover, in his plan for 

organizing the Federal Governmenf 
on a functional basis, is prepared tg 
recommend new and important fune- 
tions for the Department of Com 
merce, which he once headed. The 
late President Roosevelt, on taking 
office in 1933, reduced the Commerg 
Department to a shadow of its former 
self in terms of functions and powers 


x *& & 


If Mr. Dewey’s advisers have thei 
way, in event of a Dewey victory, al 
present members of the Federal R 
serve Board will lose their jobs 
1949. Mr. Dewey wants a free ha 
in choosing men who are to shape t 
Government's fiscal policies. Marrinet 
Eccles, former Chairman, ts to go out 
of office next year if the Dewey ad 
visers win out. 


x * * 


Thomas McCabe, present Federal Rey 
serve Board Chairman, is expected t 
offer his resignation to Mr. Dewey, 1 
event of a Dewey Administration, and 
the resignation will be accepted. Alls 
Sproul, president of the New Yori 
Federal Reserve Bank, is expected tf 
be offered the job, although he majf 
not accept owing to the sacrifice 1 
salary involved. 


x * * 


Senator Robert Taft is studying tob 
come an expert on foreign affairs ptidl} 
to taking a place on the Senate Fot 
eign Relations Committee, of whid 
Senator Arthur Vandenberg is chait- 
man. Senator Taft wants to do som 
heel dragging on proposals to 
U.S. dollars in an even bigger way ™ 
underwrite Western Europe and calif 
do that so well when not a membet 
the committee that passes on poli¢f 


U. S. NEWS & WORLD REPO 





